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File No 83-1

Regulation IA

Rule

The following information is filed pursuant to Rule of Regulation IA in respect of the issue of the

IDR141 600125000 6.70 percent Notes due October 31 2011 the Notes under the Banks

Global Debt Program the Program The Notes are being issued pursuant to the Prospectus

dated January 2001 the Prospectus and the Standard Provisions dated January 2001 the

Standard Provisions both previously filed and the Terms Agreement dated October 27 2009

the Terms Agreement and the Pricing Supplement dated October 27 2009 the Pricing

Supplement both attached hereto This report contairE information specified in Schedule to

Regulation IA concerning particular issue of securities which hasnot been previously available

Item Description of Securities

See cover page and pages 17 through 31 of the Prospectus and the attached

Pricing Supplement

Item Distribution of Securities

See pages 42 through 44 of the Prospectus and the attached Terms Agreement

Item Distribution Spread

Price to the Selling Discounts Proceeds to the

Public and Commission1 Bank

Per

Note 100.00% Nil 100.00%

Total IDR141600125000 IDR141600125000

USD15185000 USD15185000

Item Discounts and Commissions to Sub-Underwriters and Dealers

See Item above

Item Other Expenses of Distribution

Not applicable

Item Application of Proceeds

See page of the Prospectus

Item Exhibits

Opinion of the Chief Counsel of the Bank as to the legality of the obligations

dated March 20 2009

Pricing Supplement

Terms Agreement

The Bank has agreed to indemnify the Underwriters against certain liabilities



Exhibit

March 23 2009

ecL vs appointed

floe tune tune pursuant to

Forms Aqr ement or Appotntment Agreement

uno.c tflv iohai Debt Program of the

intcs Aye an Development Bank

Ladies ano entlemen

nave parttcipated in the proceedings of the Inter-American Development Bank

the Bank to establish the Global Debt Program of the Bank as it may be

amended tstated or superseded from time to time the Program and to

authonze thc issue and sale of Notes thereunder the Notes with reference to

Prospectus dated January 2001 the Prospectus In connection with

such proceedings have examined among other documents the following

Ii The Agreement Establishing the Inter-American Development Bank the

Ba Acre ernenf and the By-Laws of the Bank

The Global Borrowing Authorization Resolution DE 17/09 authorizing the

issuancE and sale of the Notes

The Proçectus

The Standard Provisions dated as of January 2001 the Standard

Provsons

Tiie Giobal Agency Agreement dated January 20U1 as amended among
the Bank Kredietbank S.A Luxembourgeoise and Citibank NA the

and

The Uniorm Fiscal Agency Agreement dated as of July 20 2006 as

amended between the Bank and the Federal Reserve Bank of New York

the

Pwsuant to Section 5eii of the Standard Provisions am of the opinion

hat

The Bank is an international organization duly established and existing

under the Bank Agreement

The Bank has obtained all governmental approvals required pursuant to

the Bank Agreement in connection with the offering issue and sale of the

Note

iH Ww tdh



ire cation issue sale and delivery of the Notes une the execution of

30y fotes fl definitive form have been duly author/ed and when duly

ssuc and delivered and in the case of Notes in aetinitive form duly

kXELted authenticated issued and delivered the Notes will constitute

iai1 md legally binding obligations of the Bank in accordance with their

Any licabie Terms Agreement or Appointment Aieement as the

ozmse nay be as of its date will be duly authonzcd executed and

1ehv rd by the Bank

Eci of the Global Agency Agreement and the FRBNY Fiscal Agency

Agreunent has been duly authorized executed and delivered by the

Bank and constitutes valid and legally binding obligation of the Bank

existrng law it is not necessary in connection with the public

oflen.q and sale of the Notes to register the Notes under the US
Seen tres Act of 1933 as amended or to qualify an indenture with

respeot thereto under the US Trust Indenture Act of 1939 as amended

White assume no responsibility with respect to tIre statements in the

PrOSPeCtUS nothing has come to my attention which has caused me to believe

that the Pro pectus as of its date and as of the date hereof and excluding the

financial statements or other financial data contains any untrue statement of

material fact or omits to state any material fact necessary order to make the

statements therein in the light of the circumstances under which they were

made not sleading

This letter does not relate to the financial statements or other financial data

contained the Prospectus

fr renderinc the foregoing opinion have relied with respect to matters of New
York aw noon the opinion of Sullivan Cromwell LLP and with respect to

matters of Inglish law upon the opinion of Linklaters L.LP each delivered on

this date in accordance with the Standard Provisions Also have assumed

that signatues on all documents examined by me are genuine

This letter furnished by me as Chief Counsel of the Bank to Dealers

appointed frm time to time under the Program and is solely for their benefit

Very truly yours

John Scott

Chef Counsel
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11 141 .ÔHO 2JR ô7 nerceni No us due coc

payable in nicd Status ol ur

issue 1riee OUOJ pcuu

No apphcution has bee made to list the Notes on un 5OC\ u\cane

Nd LL LII

he date of this Pricinli Suprlenieni is us 0r etou



Fents 1seJ herein shall he deemed to be defined as such Iiir the nurposes c.tf the Terms and

UonWtions the tondiüons set lbrth in the Prospectus dated ianunr 14 21 the

Prosectjs hich lbr the avoidance of doubt dues not conslitule fbi the

of Part VI of the TIC Financial Services and Markets Act 2ttiJ or hase pnspectus
tor the of the Ft Prospectus Directive Pricini Supplemet must ie read itt

coikIuneilol ith the Prospectus and the nited Kingdom .bting .uar .istinz Particulars

dated tig 2009 ithe 1.isting Particulars Fhis docnmen ks..cc dctails of an

mw Americtm Ievelopmcnt Rank the iIank tinder oh eht Program and to

provide ntttniation supplemental to the Prospectus and the .isting iaiiculars Ucmplew
iflkrmation respect of the Bank and this oiler of the Notes is pro ida .n the haMs of the

cinnhinatinmt of the intbrmation contained in this Pricing Supplement the rrospcetus and the

.H4tifl IinicuIurs

Terms and onditiona

Ike IoIlti ing items under this heading Tenus and unditiurmC an the particular temis which

relate to the issue the subject of this Piking Supplement iitcsc are Lflc ont terms hich tbnn

part
uI the örnt of Notes for such issue

Series No 310

.ggremIe Principal \mount lR 141.6X 125.000

Issue Price IDR 141.600.125.000 which is 110.00 percent of

the Aggregate Principal Amount

Issue Price will he pa able in US in the

amount of US l5.18$JO0 at the agreed IDR

Rate of 9325 11 per on SI

Issue late October 30 2009

Fmof Notes

andtion 1a Registered oni as further provided in paragraph

8c of Other Relevant enns bekn

Authtrvgd fenominations

Condtion 1b IIR 9.325.000 and integral multiples thereof

Specilied Currency

Cond ion 1d The lawful eurrenc uIthe Republic of Indonesia

rlndoncjiqp Runinlf orflprovided that

all payments in
respect of tne Notes will be made

in United States Dollars 57 or 1.W_

tX t$Q3.kts



nci lied Principal Payment

Currency

ndition td and 7h USI

Speiticd Imerest Pament Currency

Conditiom Id and 7h USI

Muturn ate

Condition bun Fixed Interest Raw October 31 2011 rro de that if the Valuation

Date as delinec heIys tr the s.ieduied

Maturity Date postpnied duc an

Unscheduled lolida ts defined bdaw then

the Maturity Date shalt lc ihv Rcievant L3usinuss

Days after the later th appikable Valuation

late and iii the date an witicl the 1114 Rate in

respect of such Va1uaiin Date is obtained

II interest Iusis

Condition Fixed Irnerest Rate tUoneation 51

12 interest omntencenwnt Date

Condition 5111 Issue Date October 31 209i

13 Fixed Interest Rate ondition 5ID Condition 51 as amended and supplemented

below shall appi to the \otes he bases of the

Calculation of the Interest \lflOtlflt lnternst

Payment 1ates and detbult interest are as set out

below

tap lrr.erest Rate 6.70 percent per annum

hi l3usiness lay Convention Modified Following lusiness lay Convention

ci Fixed Rate Interest Payment

Dates October 29 2010 lbr the n.oidance oldouht as

adjusted pursuant to the lIusiness Iay

Convention specified above and the Maturity

late

td Interest Period period from and including the Interest

Commencement late to but excluding October

30 2010 and the period from and including

October 30 2410 to bitt excluding the Maturity

Date

For the purposes of the calculation of the Interest

lx I.$E2.k.fl
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1a CitMM ic

iue ia ouji
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As SOOlI .SiictieiP tanne th the

procedure SPCL deL he e.Io1on \ett

1111Olii1 Oi te.i

LenomEnanon Lere Pertod

ftc mini CSi AtOLL eeel its

Period shall he mia cnlnuatej on the

relevant \hiian.hn heAted nl as

tolbo\\s

Ir the Interes Period mid naiad nc the

Interest online teen ten tt rat eI\CludinL

October 3U .l

lDI 624.7/ per \iHo/L. enolnnuuon

c/il/nil oy

the IDR ate and

lot the Interest derion ma ama

october Th dPI tO il n\LILtdtO. thc \laturit

Date

iI.I 2.II ncr tt.rf... etuttnaton

If VU/Cf hi

tOe 1iI\ l\UiL

and roundnte access .o uc entire resuitinc

liuure to the nearest tou eeltial nlaces iili

l5 0015 heina mande np trdsi

The 1iR ute means ii_ rite deermjned

the aiculatton Ace ifll anna Pc

SlilR Sot rate it Nanapore ttme

expressed its the amuta er one SD far

settlement in two iiI sm.nins Ia\s reported

on Reuters page AlS or such other



or cy ca aa none or

the purpoc ha
telorenee talc ca caa

Itmo on tOe nIttc.a nIa neet la

aujusujen

Ihe Vauati atc Ha it

DIt f3ttinos ot HcahH
luierest Pa\ atonl iHa cHI teE iaio If the

sclteuule ci date 0t ale \.iOcn El lao

Schedttiod\tnatja inaE..a
I3usiness Iti\ ti VIa hoe laiL tOe trsl

proecUin ia\ ha ocEtenec VHttttlcttt

Date that on Ii ho. OCU tltat

it the Sehecittieci .0tH Oo .5

nschodnich locidne toe ha tciaHtt ato

di ho the hn tOLd hat IDF

usnies cc .11 tltt1L OtO al000citilO

sentence it the \It Itie ha occurred

Ofl 01 helene toe Leot canac tn UO\ allot

the Schedulci \Euata tIte he Valuation

Date will ho the ott It 1.
ct taO have been

nit llR isiae a\ tnt dO tee

lol ida

useheduhed Iolida attio hu titat ic not

an DR Business ninE that the market was not

aware otsuch aet tltettts oHt tttce

alinouncement or av reoaco other nublici

available lOtte aloe than 9tU0

ant. Sjneaporc ttmc hutcss tvs

prior to the ceUtdec1 Ea hot httL

iDl 13usines .een one other than

Saturdu or titiUti\ at ace tt tutu

torciitn CICttdiICL itaceka na hr business

in Jakarta and ttecttten.

Fallhack Provslkcis

Should no 51 DR reference tale annear on

Ieuters naco \kSl RIO OC 00

rcpIucenent ate as hoeti hoe nba 011 taO

Vatuation ute then coherence rate

fr such aluntion te 00 acternitnod by



the alculatiot .gent requesting quotations

for the mid Si1IM spn hreizn exchange role

at or about a.n Siittnoc on the lirsi

1114 Business Dv kwinu nc Vaiuation late

from he banks aethe the S9 fUR ctirenc

and Gireign exchange nmrKets .stth htnks the

1çtbrcncç la cs as skc..xi the

Calculation Lent

If the or four quotatisins ztre provided as

requested the Si II Mt rcfl.rence rate tsill be

the arithmetic mean irounded it the nearest

whole Indonesian Rupiah .5 being rounded

upWards of th remaining three or two such

quotations as the ease ma be tr such rate

priwided the Iclrencc ilanks after

disregarding the highest such quotation at the

lowest such quotation provided that it ttw or

more such quotations are the highest such

quotations then only one ostich quotations shall

be disregarded and 1tne or inure such

quotations are the loest quotations then ofli

one of such lowest quotations nil be

disregardedi

IL only three or two such %lucnattns are providea

as requested the tSlflR rei.rcncc rate shall be

determined as described above except that the

highest and lowest quolations will not be

disregarded

If only one or no suel quolat tons arc provided as

requested or lithe .akuhition geut detennines

in its sole discretion that no suitable Reference

Banks active in the Si 1114 currency or foreign

exchange markets will pri ide quotes the

Calculation Agent shall he entitled to calculate

the USl/IDR retWence rate acting in good faith

in coinmercia1l waionahle manner having

taken into account relevant market practice by

reference to such additional sources as it deems

appropnate and in such cuse the Calculation

Agent shall notifS the Hank and the Global Agent

as soon as reasonabl practicable that the

.scn



LJSDIIR reference rate is to he uctermined

gI lilctililiofl Agent See n7 Identit of_t .tgcnf under

Other Rekvani Fermi

\tnification lithe Interest Amoim sjL 111 Rate

Interest Ieninent ate ReJnwt ion

Amount as the case na ts ciktikned in any

manner other man utilig the SlllR

reference rate than appe.irs
lLners page

AIISIRLIXOL ior on such replacement page as

described abo%e tlic iiobai .gent an behalf of

the Bank shall give notice as sooi as reasonably

practicable to the Noteholders in accordance with

Condition 14 Notices

14 Reevtnt Financial enter Jakarta Singapvre and Ne Ycri

15 Relevant lusiness Day Jakarta Singapore and Se York

16 Redemption Amount Condition

aD The Redemption Anmotint titli respect to each

Authorized lknomination sill be SI amount

calculated by the aicuiatkn Ament with respect

to the Maturit Date its tbikn.s

Authorized Denomination

dvidu/ bt

thc IDR Rate

and rounding necessar the entire resulting

figure to the nearest decimal places with USI

0.005 being rounded upwards

Payment of the Redemption \tThunt ss ill occur

on the scheduled Maturity attc or if later in the

event of any such adjustment described alxwe on

the date that is five Relevant Business Days after

the Valuation latc upon which the llR Rate is

actually obtained with no accrued interest

payable in respect clan postponement described

above

17 Issuers Optional Redemption

and tion 6e No

lX



IS Redc at the Option of the

Nowh lder tUondition ófflp NC

ar .cdemntion Amount

1cicludiag accrued interest if

appiic hle 1ondition In the vent the Notes ccime hte and payable

as provided in Cndit.r ictisuUi the Earl

Redemption motzn \h th respec ti each

Authorized Ienoniiiutlion ill he S1 amouni

equal to the Redemptio .mouat that is

determined in accordtnce nit 16 Redemption

Amount plus accrued aE unpaid interest if any

as deLermined in aecuriance sith 13 Fixed

interest Rate iCondiaon 5t provided that Iir

purposes ot such detencfnuion tile ..aluatjt

Date shall be the date at Ibur i1R Business

Days prior to the date ip tt hich the Notes

become due and pazthk as proviued in

Condition lelhttit

20 kwcrning I.aw New York

21 Seliin2 Restrictions

Ia iited States Under the provisions of Secuosi 11a of the

InterAmerican evciopuent hank Act the

Notes are exempted secaritics withid the meaning

of Section 3aa2i ol the .S Securities Act of

1933 as amended and Section 3aXi2of the

U.S Securities lxchange ct ot 1914

amended

hi tited Kingdom The Dealer agrees ilia it has complied and will

comply with all applicuhk pros isions of the

Financial Services and \iarkets Act 2100 with

respect to anything done in relation to the

Notes in from or cnherts ise in olving the United

Kingdom

Indonesia The Notes are not and 11 not he registered with

the Capital Market and inancitd institution

Supervisoty Agency the BampaW4V in

Indonesia As such the Notes iincluding the

distribution and dissemination ot this Pricing

Supplement other written materials either

through advertisements or other media

Di .tJsI 2.1c47



authoriicd ar nt auirJ the Bapepum
1K 11w their suie ptbk flJrvi the

Indonesian terntor and indonesian eitwens

hereer the are dontidicd to ndonesian

entities or residents bdtnesianterritort jj

circurnstance iik consthut ublic ofkrine

olsecunties under thc adtesf an I.at No
81995 regarding Capita \aSes 1.ikeise the

Notes and this Pricing Stppiement have not been

reviesed registered or atthoriied by tue Central

Bank Bank Intlonesia her ilistribution

through banking institaHons Indonesia

General No action has heen or he niken by the Issuer

that would permit puiiic oti1riitg ot the Notes

or possession or distribution of any offering

material relating to the Notes in any jurisdiction

where action fir tim ptrrose is required

Aecordingl the lealer agrees that it iIl

observe aB applicable wstvisions of law in each

jurisdiction in or from nteti it may otter or sell

Notes or distribute an ctThring material

Other Relevant Terms

isting None

letaik olCicarance System

\pproed by the Bank and the

iloha Agent and .Iearanee and

Settlement Procedures Eurockar and iearstream .uxembourg

Ssndieated No

Commissions and Concessions No commissions or concessitills are payable in

respect of the Notes An aftitiate of the Dealer

has arranged swap %%It the Bank in connection

with this transaction and will receive amounts

thereunder that may eomprse compensation

Estimated Total Expenses None the lcaler ha agreed to pay icr all

material expenses reated to the issuance of the

Notes

ides

ilL .btt 24t.47i



111 unmon ode 45943267

ii ISN XS0459432nY

identi oF eaicr J.P Morgan Seeuritu .td

Idene akulauon Agent JPMorgan Chase Rauth \.A

In relation to tte Vattaton 1ate dS six as is

reasonably Practicahic c9er lie deermination Of

the llR Rate in relation twreu on the date on

which the relevant ii Rate is It be determined

or it such date is not Rdevant Rusiness Day
then on the next steeeediiw Relevant Business

Day the CaicWaiitn .4ien shall iwti1 the

Issuer and the Global gem of the llR Rate and

the Interest .\nunizu and die Re4cmp
Amount or Early Redemption Amount as the

ease may he in relaiion thereto

All determinations at the uleulation Agent shall

in the absence or nutni st errntJ be tinal and

binding on all parties ncitding hut not limited

to the Bank and the \1nehldersi and shall be

made in its sole discretion good Faith and in

commercially reasonable manner in accordance

with calculation agent agreement between the

Bank and the Calculation Agent

Provision Dx Registered Notes

al Injividual Definitive Registered

Notes Available on issue Date No

hi JR Global Notes No

IC Other Registered Global Notes Yes issued in accordance sith the ilobal

Agency Agreement dated January 2001

among the Bank Citibank NA. as Global

Agent and the other panics thereto

10
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Recent Dc elnpments

In uuttst 2u$I the Rank recehed from Canada letter Msuhscrintot ir 4.887 shares

if he laiC niivotin callable capital stock each having par ahie ts prc itied the

At1rxmen Fstablkhing the l3ank of 115$ l2JJ63.43238 Acccrdingi ei.rcUw .m this date

the authorcd ordinary capital stock of the Rank is increased by tw amnm
5S4.o.W.8s5.679A4 to loud ofUSSlO4.Q8O.029$42.72 represented ty s.7.1335 shares

authoricd arc subscribed ftc paidin capital stock of the Rank renutim tintthanged

mit rmation

kdditional siormation regarding the Notes

The lU has adopted Directive regarding the taxation of sa logs income the Stvj.ng

fljçtiye he Saings Directive requires Member States uts defined belon to provide to the

tax authorities of tither Member States details of payments of interest ansi other similar income

paid by person to an individual in another Member State ewept that Austria Reigium antI

Luxcinhotirg ill instead impose withholding Sstcifl for transitional period unless during

such period they Jiect otherwise

The Rank undertakes that it will ensure that it maintains paying agent in country which is

member of the European Mion Meniber State that ill not be obliged Ii uiihhold or

deduct tax pursuant to the Savings Directive

nited States lax Matters

Cr/its Sissies Internal Revenue Service .irtular 33ii .Voncc enssirc tesuqsiasict

with internal Revenue Service Ircular 231 prospective invesiorc are hereby susijfled thai

cuv cltccusxims vi LLX /Łdercsl tax issues contained or r4errec 11 in i/six rking .Supplement

the Prospecn.s or ant oilier document referred to herein is nut intended or written in be used

awl cannes he nsecL by prospective investors/ar the purpose Qiavoicling penalties i/sat maj be

imposedon thepi tinder the tin/ted States internal Revenue flit/c ds cisc/p dtwu.vsion.y are

wrtftss/jr use in cinmection with she promolion or marketing qithe iran cactiosss or mailers

acldrccxeel henis m/ prospective investors should seek advice axecl in their particular

esrcwuslanccs Iressip an independent tax advisor

13 Tb It Matters section of the Prospectus and any tax disclosure in this pricing

supplement is of at general nature only is not exhaustive of all possible tax considerations and is

not intended to be and should not be construed to be legal business or tax ad ice to any

particular prospective investor Each prospective investor should consult its own 1iL advisor as

to the particu tax consequences to it of the acquisition ownership and disposition of the

Notes including the effects of applicable U.S federal state and local tax las and non-U.S

tax laws and possible changes in tax laws

II

IX AMit fls47e.U
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lank an the \tcs eonstjtucs rr num Ce -iee lC
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10 .Oflfl fl\ estlilcUl iWsjUCFtttiUfls

he te ered this Prcinu Supplement are tiples nnrcra at rna not

fi sflafle at eerflrrt Investors Em cSitis intenditin to iir nose nc 5fles sac consult itit

iheir ta\ drent advisors to ensure that the intenud purchase CCs file fl esiment

ach ic makinu such purchase

hoc rrIoiis nsk as.eiated with the Notes neludritp hat 1101 nm fin cncnartee rate

rN puce and iauiditv risk Investors should consuit ith their iegaii and

JCcOunhiri sa about the tusks associated \\ ith an in\cstrtient in ne Notes the

nanropurate lois to analyze that investment and the suhabi Ii at the lIt estO rent rn each

ir1esior
pat tkulur circumstances Holders of the Notes should also consul \vltn then

proI essa uni od isors regarding tax laws applicable 10 them

he ilirirk tieduc its obligations tinder the Notes enterrn rntnO so 11 flansaelion \\itll an

atliIiate at tin eaer is swap counterpanl\ Assuniint it ehaunc nt lottket carnations or an
other tee5 an hretars the price an at which the ealer or aiunhct tJ ier nipirl he

idirre to an chase Notes secondar market 1ransacton exacetcu fic ao ci and could

be substant owcr than the original issue price at the Notes dat In number at

iaeioi nc udinp jital the potential protit to the see.trrda rlarKc.i nIrotase tue Notes

nlr\ he tneorooratcd into an offered price and ii the cost at lundinu used to tic the Notes

in the .eeutrd ir market is cx ected to he higher than our5 aewal east at inndi incurred in

II Issu at thL NaiLs in tdditto at ii Ntc
mc udea tInt secondary market rices are ikelv to excl tide tc PrOieeie PtOtit that tiir S\ up

Ci uniter urn or its aliiiiatcs niai realize in Connection \\ ith this swan trrhe as result

uealer iocotr Is mrrk-ups or other transactton costs any at hen mn si Ott cOfli the

dii IL oil ut to dL nIULL1 up

e0flhitetflrrI it whet otentiaI purchasers at the Notes in cfl no act traiisaetram



edempIRm .\muuin tR Rate

beiween the 1sian
ill aliet the houcs rcr the

tine inter ene in nie trLet

uns coutu ne the Notes

\oiesaid tIi amuat upon

nmental action Jncc ce enc\

ii dOllcSia OF ene\\ lCFc. fljflI IlCafli

teen the md iesu1 ani 51

ket eurrenc\ .1.1 crania ei he

as e1 as to eo\aimment acan udin CUFFCflC\

ich could material 1\ ann crci\ nect ue value

Rate niav reu1Z Reicnron .\mount tor Lark

the Notes or an atcres onoun an inc Notes

less than hat an ahernun doog ior

ould yield

IJlFR Av11RI Di\iL \i

dard Barthoiorne

hief Financiat OiiCCF ann ara ianaeer

iuance iepartinen

\fl1cu

an

and OLki.

sl.jce

conmk
die NOl

he netlu

eden aol

heinc

detern

ntercst Amount and the

measure ot the rate ol exehane

\Jlfll1LL rates WC volatj Ic and

indonesia can iimn dme to

015 c1 other ar.nmcnta

yield in Si terms on the

the absence 01 OVC
or economic deveiopments

UflLCS in the cxchan.te rate

an upiab is an emerging ma

substantial volatilil
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I1RN1S AR MlN
II IF PROGRA\1

rew ievelopmcm Rank

Ne\ i\ \eiiue NA
\nn don i0577

he undersgncd agrees to purchase fruni tac tfl ne Ranks

5.Ooc 6.7 perCent iotes due October die

1.1 1.1 OLpOIL LtdtLi tJ1c.1..tO datcd en

1tpp a.n NC\ \ark tnc on ncr 0_ tac

._ nj aLgrLgate puieha. pine PP

at the aureed rate ot 9325 lDR per one puvahie at nited States

tars on the terms set forth herein and in the Standard Pro sthns dated as

na war 2011 relating to the issuance ol Notes by the Bank the tandara

Prio onsTi incorporated herein by referenee In so parchasine ate No es the

teut inds ud tzie thu ii is floe kit

side the Notes

\\ hen used herein and in the Standard Prov istoas Is so it nornied the

re eI to the Notes ls de med b.ie in

tmsnectus the Pricing Supplement relating to the Notes and the ndtud Pre isions

Sflit iTh\ tC 5UfliC meaning wtien used herein

The l3unk represents and warrants to us that tue tenrescnr arrantes

and am cements of the Rank set forth in Section of the Standard Provisions ith the

ncetus re ised to read the Prospectus as amended alto nnlementec wth respect

Notes at the date hercof are true and correct on the date hereof

Pie obhgation of tue undersiuned to purcimase es rereramier is subject

to time eonnued accurac on each date from the date hereof to ann inctaine toe

Sen en eat im.t of the Ranks representations and \urroniies coawinee in time Standard

ntis and to the Banks performance and ohser\ mice ot rii eaplicabie co enants anLI

agreements contained therein The obligation ot the undersa ned to purchase Notes

hereonder is turtner subject to the receipt by the undersiuned ni ate documents reIrred to

SeCt 01 tm tlic Standard Provisions

Suhcet to Section 5f of the Standard Pre isious the Iiaan certities to the

wmdcrswncd that as of the Settlement Date the represewations and arrant ies of the

i3tumd enniai ned in the Standard Provisions are true and correct as 11 uejm mane at and as



nnc iemeiit Date di the Bank has lhrned ni nu Lnun is enns

ree cut iired to be pertornted or satisfied on or trio nc cciem ite and

tm nectus contains nviierial inIrmauo he se md uhilites

flitiOt and net ncomc the Bank end nma n.pne

ned ouid rcuiire the Prospectus to he sal ic mc. ted

1t\ ..1LL \\ IeL

\t
above Por the otdance oi doubt the caer am enasc nice II

iO lft

and WIll he vidin lrnited Staies Dni en-a

Ihi\ meiit die Notes shall be maec on ate .ct ca me he eaie

itO ink on Ion ol

bank .A \.\. as operator 01 the aioe-iear tm

l3ankini. catt anon me hr trans icr nmca he unds to

tat account desienated the Rank

Bank hereb\ anpoints the undersuined tnic manue ne Standard

Pro isions soleh fhr the purpose ol the ionc of a- inch this eons

\ireeiiten1 pertains he understenea deli he c-cn soei ilk respect

in this issue of Notes with all authorii\ its and o\\ ers of eaier

purchasine Notes as principal set out in the nd.rd Pecisd ms cops of

Ii ch ic kno ILJUL it lia ILLL

undcr siencu iuno ldics It lt iL

doe uments which it has requested

eop\ it the Prospectus and the ona ceace \g.rcemcnt. duly

e\ecuted b\ the parties thereto and

copy ol each of the most recently deli ermi cocanents re
to in Section ia or 6h as app teahic tiC tencard Provisions

In consideration ot the Bank appointing the unders t5 ealer solely

with respect to this issue of Notes the unders.enen hereh undertakes Ihr

the encht of the Bank and each lithe other eacr thu reinnon to

this ssue ol Notes it vili perkirm and coutplr tue duties and

nbliations expressed to be assumed h\ Dealer eider the standard

Provisions

ilie undcrsiitncd acknowledees that such appointment is milled to this

particular issue of Notes and is not br an other ss of \-ics ot the

Rank pursuant to the Standard Provisions and tim such rnointinent will

terminate upon issue of the relevant Notes nut titnut preudice in an
nehis includmii without limitation any intcmnI tcatioi riuhis duties or



ibligations of the undersigned which have arisen rr such

termination

purposes hereofL the notice details of the underssgned air as ibllows

FOR TI IL BANK

Inter-American lcvelopment Rank

1300 New York Avenue N.W
Washington l.C 20577

Attention Finance Iepartmem

Chief ireasury 1ivision

Telephone 202-623-1310

Facsimile 202-623-3388

FOR TilE DEALER

J.P Morgan Securities Ltd

125 .ondon Wall

l.ondon EC2Y 5Ai

Attention Carl .1 Norrey

Telephone 44-207-325-7048

To complement the selling restrictions contained in exhibit to the

Standard Provisions the undersigned hereby

Acknowledges that under the pivisio of Section 11a of

the Inter-American Development Bank Act the Notes are

exempted securities within the meaning of Section 3aX2 of the

U.S Securities Act of 1933 as amended and Section 3aj 12 of

the U.S Securities Exchange Act of 1934 as amended and no

action has been or will be taken by the hank that would permit

public olThring of the Notes or possession or distribution of any

offering material relating to the Notes in any jurisdiction Where

action for that purpose is required Accordingl the undersigned

agrees that it will observe all applicable pros isicins of law in each

jurisdiction in or from which it may oiler or sell Notes or distribute

any ofibring material

ii Represents and agrees that it has complied and will comply with

all applicable provisions of the Financial Services and Markets Act

2001 with respect to anything done by it in relation to such Notes

in from or otherwise involving the nked Kingdom

iii Acknowledges that The Notes arc not and will not be registered

with the Capital Market and Financial Institution Supervisory

-3-
IX tX L24b471.5



Agency the Bapepam-14C in Indonesia As such the Notes

including the distribution and dsseminatiot of the Pricing

Supplement other written materals either iroui advertisements

or other media authorized are no aathoried by tc i3apepanti .K

lbr their sale by public o11ring in the indtcsiai Leritory andor

to Indonesian citizens wherever hc ae Joiciied or to

indonesian entities or residents the lxioaesian tetTtlOfl Ut

circumstances which constitute puNk orerinjz of securities

uSer the Indonesian Law No 1995 regarding thai Markets

Likewise the Notes and the Pricing Suppkmen ha not been

reviewed registered orauthonzed the \mtra Rank Hank

Indonesia 11w their distribution through hankng tnqituuons in

Indonesia

All notices and other communications hereunder simtl he iii writing and

sltti he transmitted in accordance with Section 10 of the Standard iro isions

ihis Terms Agreement shall be governed hy and construed in accordance

whit fit aws of the State of New York

.4-
Ut LV4t124si47I.5
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SEC

IPro

Sec File No 83-1

HO
Regulation IA

Rule2a

WaSüfl DC

UNITED STAT

SECURITIES AND EXCHANGE COMMISSION

100 Street NE

Washington D.C 20549

PERIODIC REPORT

The following information is filed in accordance with Regulation IA Rule 2a adopted

pursuant to Section 11a of the Inter-American Development Bank Act

For the fiscal quarter ended September 30 2009

INTER-AMERICAN DEVELOPMENT BANK the Bank
Washington D.C 20577

Information as to any purchases or sales by the Bank of its primary obligations

during such quarter

Attached hereto as Annex is table which lists sales by the Bank of its

primary obligations all of which were of the Banks ordinary capital There

were no purchases by the Bank of its primary obligations

Copies of the Banks regular quarterly financial statements

Attached hereto as Annex are the financial statements as of September 30
2009 of the Banks ordinary capital

Copies of any material modifications or amendments during such quarter of

any exhibit other than constituent documents defining the rights of holders

of securities of other issuers guaranteed by the Bank and ii loans and

guaranty agreements to which the Bank is party previously filed with the

Commission under any statute

Not applicable there have been no modifications or amendments of any

exhibits previously filed with the Commission



Annex

Sales by the Inter-American Development Bank

of its Ordinary Capital Primary Obligations

Borrowing Borrowing Coupon Issue Price Issue Maturity

Currency Amount Date Date

USD 18000000 1.18 100.00 21-July-09 21-July-2011

USD 30000000 5.00 Callable 100.00 27-July-09 27-July-2039

USD 30000000 5.14 Callable 100.00 28-July-09 28-July-2039

USD 30000000 5.17 Callable 100.00 29-July-09 29-July-2039

USD 30000000 5.30 Callable 100.00 29-July-09 29-July-2039

NZD 100000000 6.25 99.348985 30-July-09 15-Dec-2017

USD 30000000 Zero Coupon 100.00 3-Aug-09 3-Aug-2039

Callable

USD 10000000 Zero Coupon 100.00 10-Aug-09 10-Aug-2039

Callable

USD 12500000 5.25 Callable 100.00 12-Aug-09 12-Aug-2039

USD 12500000 5.25 Callable 100.00 12-Aug-09 12-Aug-2039

USD 12500000 5.25 Callable 100.00 17-Aug-09 17-Aug-2039

USD 12500000 5.25 Callable 100.00 17-Aug-09 17-Aug-2039

CHF 100000000 2.45 100.00 19-Aug-09 19-Mar-2019

IDR 390000000000 L0.00 103.28 19-Aug-09 27-May-2011

USD 12500000 5.38 Callable 100.00 19-Aug-09 19-Aug-2039

USD 12500000 5.38 Callable 100.00 19-Aug-09 19-Aug-2039

USD 25000000 5.42 Callable 100.00 20-Aug-09 20-Aug-2039

AUD 575000000 6.50 99.276 20-Aug-09 20-Aug-2019

USD 30000000 Zero Coupon 100.00 24-Aug-09 24-Aug-2039

Callable

BRL 125000000 9.00 in the case of 28-Aug-09 28-Aug-2012

BRL5O000000
101.01

in the case of

BRL75000000
100.45

CRC 8512500000 Zero Coupon 88.10572687 3-Sep-2009 3-Sep-2010

USD 30000000 Zero Coupon 100.00 8-Sep-09 8-Sep-2039

Callable

USD 172000000 Zero Coupon 17.2638303 8-Sep-09 8-Sep-2039

Callable



USD 25000000 Equity Linked 100.00 10-Sep-09 12-Sep-2016

BRL 50000000 9.00 100.968 15-Sep-09 28-Aug-2012

USD 1750000000 3.875 99.844 17-Sep-09 17-Sep-2019

USD 12500000 5.15 100.00 23-Sep-09 23-Sep-2039

USD 12500000 5.15 100.00 23-Sep-09 23-Sep-2039

BRL 50000000 9.00 101.476 23-Sep-09 28-Aug-2012

MXN 40000000 6.42 100.00 28-Sep-09 20-Sep-2013

ZAR 18500000 6.31 100.00 28-Sep-09 28-Sep-2012

TRY 8000000 8.45 100.00 29-Sep-09 29-Sep-2013
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Managements Discussion and Analysis

MANAGEMENTS DISCUSSION AND
ANALYSIS

September30 2009

INTRODUCTION
The resources of the Inter-American Development Bank the

Bank consist of the Ordinary Capital the Fund for Special

Operations FSO the Intermediate Financing Facility Ac
count and the 1DB Grant Facility All fmancial information

provided in this Managements Discussion and Analysis

refers to the Banks Ordinary Capital

This document should be read in conjunction with the

Banks Information Statement dated March 13 2009 which

includes the Ordinary Capital financial statements for the

year ended December 31 2008 The Bank undertakes no

obligation to update any forward-looking statements

FINANCIAL STATEMENT REPORTING
The financial statements are prepared in accordance with

generally accepted accounting principles GAAP The

preparation of such financial statements requires manage

ment to make estimates and assumptions that affect the re

ported results Management believes that some of the more

significant accounting policies it uses to present the financial

results in accordance with GAAP for example the fair value

of fmancial instruments the determination of the loan loss

allowance and the determination of the projected benefit

obligations costs and funded status associated with the pen
sion and postretirement benefit plans involve relatively

high degree of judgment and complexity and relate to mat

ters that are inherently uncertain

The Bank has elected to measure at fair value certain me
dium- and long-term debt i.e borrowings funding floating

rate assets to reduce the income volatility resulting from

previously accounting for its borrowings at amortized cost

and its derivative instruments including borrowing swaps at

fair value through income The remaining reported income

volatility from borrowing operations is not fully representa

tive of the underlying economics of the transactions as the

Bank generally holds its borrowings and swaps to maturity

Additional income volatility results from the accounting

asymmetry of carrying the Bank loans at amortized cost and

the lending swaps at fair value through income Accord

ingly the Bank defines Income before Net unrealized gains

and losses on non-trading derivatives and borrowings meas
ured at fair value as Operating Income which excludes

the impact of the fair value adjustments associated with fi

nancial instruments other than trading investments from

the results of the Banks operations

Net unrealized gains and losses on non-trading derivatives and

borrowings measured at fair value are reported separately in

References to captions in the attached condensed quarterly financial statements

and related notes are identified by the name of the caption beginning with

capital letter every time they appear
in this Managements Discussion and

Analysis

the Condensed Statement of Income and Retained Earnings

and are excluded from the determination of ratios and other

financial parameters

ACCOuNTING DEVELOPMENTS In the first quarter of

2009 the Bank implemented Statement of Financial Ac
counting Standards SFAS 161 Disclosures about De
rivative Instruments and Hedging Activities The provi

sions of this standard did not have an impact on the

Banks financial position or results of operations

As described in Note to the Condensed Quarterly Fi

nancial Statements during the second quarter of 2009 the

Bank adopted three accounting pronouncements issued in

April 2009 by the Financial Accounting Standards Board

FASB with the objective of improving the existing guid

ance for mark-to-market accounting and impairments of

securities as well as enhancing fair value disclosures The

impact on the Bank of adopting these pronouncements

primarily related to additional disclosures on fair value for

financial instruments and extending annual disclosures to

interim reporting periods Accordingly the pronounce

ments did not have an impact on the Banks financial posi

tion or results of operations

In June 2009 the FASB issued SFAS 168 The FASB

Accounting Standards Codification and the Hierarchy

of Generally Accepted Accounting Principles re

placement of FASB Statement No 162 Upon effec

tiveness of SFAS 168 in the third quarter of 2009 the

Codification became the sole source of authoritative

GAAP recognized by the FASB The adoption of this

standard by the Bank did not have an impact on its fi

nancial position or results of operations as the new

standard did not alter existing GAAP

OVERVIEW
ECONOiwICENVIRONMEiV7 In light of the global finan

cial and economic situation and its impact in our region

demand for Bank lending has increased significantly and

is expected to exceed the Banks lending capacity in the

near term Consequently at the Annual Meeting in Medel

lin in March 2009 the Board of Governors mandated that

Management present options to increase the Banks lend

ing capacity in the short term and to begin the necessary

analysis for possible future capital increase Subsequent

to the Annual Meeting and to meeting of the Committee

of the Board of Governors in Santiago Chile the Bank

approved three options to address the short-term lending

constraint the elimination of policy-based lending

constraint instead relying on the Banks existing borrow

ing limits ii the acceptance of an offer by Canada to

increase its callable capital on temporary basis by $4

billion and iii the endorsement of the Banks continued

use of co-financing opportunities with third-parties to

make additional resources available for the region
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The capital adequacy position of the Bank remains strong in

the face of the current financial turmoil as indicated by the

Total Equity to Loans Ratio or TELR2 See Table In ad

dition the liquidity levels are robust in line with Bank pol

icy This has allowed the Bank to meet increased demand in

lending

In order to further strengthen the Banks capitalization and

maintain the fmancial strength of the institution the Board of

Executive Directors increased the lending spread from

0.30% to 0.95% for the second semester of 2009 and the first

semester of 2010

The Banks investment portfolio recovery which started

during the second quarter continued in the third quarter

During the nine months ended September 30 2009 the trad

ing investments portfolio experienced net mark-to-market

gains of $284 million mostly in the third quarter compared

to net market-to-market loss of $906 million experienced

during the nine months ended September 30 2008 The trad

ing investments portfolios net interest income excluding

realized and unrealized investment gains and losses added

income of $55 million during the first nine months of the

year compared to $58 million during the same period in

2008

In 2008 given the global deterioration in equity markets the

Banks pension and postretirement benefits assets experi

enced significant investment losses As result pension and

postretirement benefit costs are projected to be higher in

2010 and beyond During 2009 the fair value of the Plans

assets significant component of the Plans funded status

has recovered portion of the previous losses resulting in an

increase for the first nine months of the year of $440 million

to $3517 million as of September 30 2009

FINANCiAL OvERvIEW Box presents the Banks lending

summary and other selected fmancial data Continuing the

trend that started at the end of last year the Bank has seen

significant increase in its lending operations during the first

nine months of the current year reflected in the increase in

loan approvals and net disbursements of $4.2 billion and

$3.2 billion respectively as compared to the same period in

2008 The substantial increase in loan approvals is largely

driven by the increase in demand for the Banks loans as

result of the current fmancial crisis

In order to fund its increased loan demand the Bank issued

bonds for total face amount of $13.7 billion 2008 $8

billion that generated proceeds of $13 billion 2008 $7.7

billion representing increases of $5.7 billion and $5.3 bil

lion respectively The average life of new issues was 4.9

years 20084.8 years

Operating Income during the first nine months of 2009

was $853 million compared to an Operating Loss of $384

million for the same period last year an income increase

of $1237 million This increase was substantially due to

higher net interest income of $1268 million resulting

mainly from an increase in net investment income of ap

proximately $1158 million compared to the same period

in2008

With the election of the fair value option for substantial

number of the borrowings the changes in fair value of the

non-trading derivatives are significantly offset by the

changes in the fair values of the associated borrowings

However income volatility still results from changes in

the Banks credit spreads and swap basis spreads which

affect the valuation of borrowings and swaps respectively

and the changes in fair value of lending swaps which are

not offset by corresponding changes in fair value of loans

Net unrealized losses on non-trading derivatives and bor

rowings measured at fair value for the nine months ended

September 30 2009 were $852 million compared to net

unrealized gains of $299 million for the same period last

year The tightening of the Banks credit spreads on the

borrowings portfolio as compared to 2008 year-end levels

resulted in losses of approximately $489 million for the

period In addition unrealized losses on lending swaps

amounted to $174 million and the impact of changes in

basis swaps was approximately $139 million See Note

to the Condensed Quarterly Financial Statements for fur

ther discussion on changes in fair value on non-trading

portfolios

During the nine months period ended September 30 2009

there was negative net currency translation adjustment of

$43 million on the Banks net assets mostly due to

changes in the Japanese yen exchange rates against the

United States dollar during the year compared to posi

tive net currency translation adjustment of $83 million for

the same period in 2008

The TELR at september 30 2009 was 34.7% compared to

35.3% at the end of last year The Bank uses the TELR as

the main measure of its risk bearing capacity See the

Capital Adequacy section for more details

The TELR is the ratio of the sum of Equity defined as Paid-in capital stock

Retained earnings and the allowances for loan and guarantee losses minus bor

rowing countries local currency cash balances net receivable from members

but not net payable to members Postretirement benefit assets but not Postre

tirement benefit liabilities and cumulative Net unrealized gains losses on non-

trading derivatives and borrowings measured at fair value to outstanding loans

and net
guarantee exposure
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Box Selected Financial Data

CAPITAL ADEQUACY
The capital adequacy framework of the Bank consists of

credit risk model policy on capital adequacy and an asso

ciated loan pricing methodology The framework allows the

Bank to manage the risk inherent in its loan portfolio due to

the credit quality of its borrowers and the concentration of its

loans while also offering its borrowers low and stable loan

charges

The capital adequacy policy tracks the sufficiency of eco

nomic capital measured by the TELR and defmes its desired

level as 38%

Table presents the TELR calculation During the period

the TELR decreased from 35.3% at the end of last year to

34.7% The decrease was mainly due to an increase of

$3.5 billion in loans outstanding and net guarantee expo

sure mainly due to the $3.5 billion net disbursements dur

ing the period partially offset by an increase in the equity

used in the TELR of $882 million reflecting mostly oper

ating income of $853 million

Amounts expressed in millions of United States dollars

Nine months ended

September 30

Lending Summary

Loans approved

Undisbursed portion of approved loans

Gross disbursements

Net disbursements

2009 2008

Year ended

December 31

2008

9601

20946

6476

3456

5414

17700

3970

274

Income Statement Data

Operating income loss

Net unrealized gains losses on non-trading

derivatives and borrowings measured at fair value

Net income loss

11075

19820

7149

2409

853 384 972

852

Returns and Costs after swaps

Return on average loans outstanding

Return on average liquid
investments

Average cost of borrowings outstanding during the period

299

85
950

22

Balance Sheet Data

3.86%

3.82%

2.01%

4.80%

3.01%

3.87%

4.85%

5.27%

3.84%

Cash and investments-net after swaps

Loans outstanding

September 30

2009 2008

Borrowings outstanding after swaps

Total equity

December 31

2008

Total-Equity-to-Loans Ratio

20295

54660

54889

19404

17303

48424

46412

20441

16371

51173

47779

19444

34.7% 38.6%

Geometrically-linked time-weighted returns

Net of Receivable/Payable for investment securities sold/purchased and Payable for cash collateral received

Excludes
lending swaps in net liability position

of $300 million

Net of premium/discount

35.3%
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Table TOTAL EQUITY TO LOANS RATIO

Amounts expressed in millions of United States dollars

Equity used in TELR

Loans outstanding and net guarantee exposure

TELR

Nine months ended

September 30
2009 2008

19286 19102

55572 49447

34.7% 38.6%

December 31
2008

18404

52095

35.3%

CONDENSED BALANCE SHEETS
LoAN PORTFoLIo The Bank offers loans and guarantees

to its borrowing member countries to help meet their de

velopment needs In addition under certain conditions and

subject to certain limits up to 10% of outstanding loans

and guarantees not including emergency lending and loans

under the Liquidity Program may be made without sov

ereign guarantee in all economic sectors and ii di

rectly to private sector or sub-national entities carrying out

projects in borrowing member countries Non-sovereign

guaranteed operations

The loan portfolio is the Banks principal earning asset of

which at September 30 2009 94.9% was sovereign-

guaranteed At September 30 2009 the total volume of

outstanding loans was $54.7 billion $3.5 billion higher

than the $51.2 billion at December 31 2008 The increase

in the loan portfolio was mostly due to higher level of

loan disbursements $6.5 billion including disbursements

of $0.2 billion for loans under the Liquidity Program than

collections $3 billion

During 2009 the portfolio of non-sovereign-guaranteed

loans increased $0.4 billion to level of $2.8 billion com

pared to $2.4 billion at December 31 2008 As of Septem

ber 30 2009 6.6% of outstanding loans and guarantees

not including emergency loans and loans under the Liquid

ity Program were non-sovereign-guaranteed compared to

6.3% at December31 2008

C04VvERsION OF SINGLE CURRENCY FACILITY SCF AND

CURRENCY POOLING SYSTEM CPS AiJusrM3u RATE

LOANS TO UBOR-BASED LOANS As part of the Banks

effort to continue developing flexible market-based prod

ucts that enable borrowers to better manage their debt with

the Bank in Januaiy 2009 the Board of Executive Direc

tors approved an offer to borrowers to convert on spe

cific dates in 2009 and 2010 outstanding and undisbursed

loan balances under the SCF- and CPS-adjustable rate

products to USD LIBOR-based or fixed base cost rate or

any combination thereof and ii the discontinuation of the

Banks SCF-adjustable rate product effective June 30
2009 CPS loans had been discontinued in 2003

As result conversions of outstanding loan balances were

carried out at market rates with an effective date of August

12009 as follows $1.6 billion of CPS converted to USD

LIBOR-based rate $5.4 billion of CPS to USD fixed base

cost rate $1.2 billion of SCF to USD LIB OR-based rate

and $18.1 billion of SCF to fixed base cost rate Future

disbursements on these loans will carry the same fixed cost

basis which does not include the Banks lending spread

over LIBOR determined at the time of execution of the

conversion

INVESTMENT PORTFOLIO The Banks investment portfo

lio is mostly comprised of highly-rated debt securities and

bank deposits Its volume is maintained at level sufficient

to ensure that adequate resources are available to meet

future cash flow needs Net investment levels after swaps

increased $3950 million during the first nine months of

2009 mainly resulting from net cash flows from borrow

ings $6014 million positive cash flows from operating

activities $671 million mark to market gains $284 mil

lion positive currency translation adjustments $384 mil

lion and decrease in net cash holdings $26 million

partially offset by net loan disbursements $3456 million

BoRROwING PORTFOLIO The portfolio of borrowings is

mostly comprised of medium- and long-term debt raised

directly in capital markets Borrowings outstanding after

swaps increased $7.1 billion compared with December

31 2008 primarily due to larger amount of new borrow

ings than maturities $6 billion net increase in the fair

value of borrowings and related derivatives $0.7 billion

the accretion of discount on borrowings $0.3 billion and

currency translation adjustments $0.1 billion

EQUITY Total equity at September 30 2009 was $19404

million decrease of $40 million from December 31

2008 reflecting substantially the negative currency trans

lation adjustments of $43 million

RESULTS OF OPERATIONS
Table shows breakdown of Operating Income Loss
For the nine months ended September 30 2009 Operating

Income was $853 million compared to an Operating Loss

of $384 million for the same period last year an income

increase of $1237 million substantially due to higher net

interest income of $1268 million and lower Provision for

loan and guarantee losses of $34 million which were par

tially offset by higher net non-interest expense of $71 mil

lion

The average interest-earning asset and interest-bearing

liability portfolios after swaps and the respective fmancial
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returns and costs for the nine months ended September 30

2009 and 2008 and the year ended December 31 2008 are

shown in Table

As discussed below under Other Developments During

the Quarter the difficult market conditions resulting from

the financial crisis that started in mid-2007 continue to

affect the Banks investment operations albeit to lesser

extent The Bank had net interest income of $1221 million

during the first nine months of 2009 compared to net

interest loss of $47 million for the same period last year an

income increase of $1268 million This change was

mostly due to an increase in net investment income of ap

proximately $1186 million on the Banks trading invest

ments portfolio resulting from net mark-to-market invest

ment gains of $284 million compared to losses of $906

million for the same period in 2008 including $118 million

2008 $19 million mainly resulting from loss reversals

recognized from repayments at par
of $596 million 2008

$577 million of securities previously marked down Dur

ing the current financial crisis the Bank has realized losses

of $109 million relative to purchase price including $30

million in 2009

Table OPERATING INCOME LOSS
Expressed in millions of United States dollars

Loan interest income

Investment income loss1

Less

Nine months ended

September 30

2009 2008

1470 1686

526 423

1996 1263

Provision for loan and guarantee losses 18

Net non-interest expense

1310

47

52

393 322

411

Operating Income Loss 853

Includes realized and unrealized gains and losses

374

384

Table ASSET/LIABILITY PORTFOLIOS AND FINANCIAL RETURNS/COSTS

Amounts expressed in millions of United States dollars

Nine months ended

September 30 2009

Average Return/Cost

balance

52547 3.75

18122 3.82

70669 3.77

51911 2.01

1.76

1.73

Nine months ended

September 30 2008

Average Return/Cost

balance

48250 4.72

16764 3.01

65014 2.73

45427 3.87

1.14

0.10

Year ended

December 31 2008

Average Return/Cost

balance

48589 4.74

16550 5.27

65139 2.20

46007 3.84

1.64

0.67

Borrowing expenses

Net interest income loss

Other loan income

Other expenses

775

1221

43

Total

37

Loans

Liquid investments

Total earning assets

Borrowings

Interest spread

Net interest margin
34

Excludes loan fees

Geometrically-I inked time-weighted returns

Negative interest spreads and net interest margins as applicable substantially due to unrealized losses resulting from the financial

market crisis

Represents net interest income loss as percent of average earning assets
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COMMITMENTS
GuARANTEES The Bank makes partial non-trade related

guarantees with or without sovereign counter-guarantee

During the nine months ended September 30 2009 and

2008 there were no approved non-trade-related guarantees

In addition the Bank provides credit guarantees without

sovereign counter-guarantees for trade-finance transactions

under its Trade Finance Facilitation Program During the

nine months ended September 30 2009 the Bank issued

92 trade-related guarantees for total of $149 million

200891 guarantees issued for total of $160 million

CONTRACTUAL OBLIGATIONs The Banks most significant

contractual obligations relate to undisbursed loans and the

repayment of borrowings At September 30 2009 undis

bursed loans amounted to $20946 million and the average

maturity of the medium- and long-term borrowing portfo

lio after swaps was 4.9 years with contractual maturity

dates through 2039

OTHER DEVELOPMENTS DURiNG THE
QUARTER
FINANcIAL CRISIS AND PERFORMANCE AND ExPosuRl OF

LIQUID INVESTMENTS PoRTFolio The fmancial crisis

began in mid-2007 when falling US housing prices caused

price declines for securities backed by subprime mort

gages In 2008 the credit crisis expanded worldwide bring

ing unprecedented market volatility and stress to credit

markets prompting government support programs globally

During the first nine months of 2009 many market indices

and economic indicators started to show signs of slowing

deterioration and in some cases improvement However as

result of the still weak global economic fundamentals and

the ongoing deleveraging of fmancial institutions market

pricing for structured securities remained depressed

The limited liquidity and high volatility in the markets has

continued to affect the Banks ability to mitigate its credit

risk by selling or hedging its exposures Valuations con

tinue to be impacted by market factors such as rating

agency actions and the prices at which actual transactions

occur The Bank continues to maximize where possible

the use of market inputs in the valuation of its investments

including external pricing services independent dealer

prices and observable market yield curves

In response to the crisis and the contagion effect across

market sectors the Bank continues to closely monitor the

asset quality of its investments portfolio analyzing and

assessing the fundamental value of its securities with

particular focus on its assetbacked and mortgagebacked

securities

During the nine months ended September 30 2009 the

Bank recognized $284 million of mark-to-market gains in

its trading investments portfolio 2008 losses of $906

million including $118 million 2008 $19 million

mainly resulting from loss reversals recognized from re

payments at par of $596 million 2008 $577 million of

securities previously marked down These investment

gains were substantially related to the $3.8 billion asset-

backed and mortgage-backed securities portion of the port

folio Although liquidity for this portion of the portfolio

remains limited and valuations continue to be highly dis

counted as of September 30 2009 65.4% is still rated

AAA 86.9% is rated investment grade and the entire port

folio is performing except for an asset-backed commercial

paper with fair value of $13 million The investment port

folio amounted to $20.1 billion at September 30 2009

$16.2 billion at December 31 2008 The quality of the

overall portfolio continues to be high as 84.4% of the

credit exposure is rated AAA and AA 10.7% is rated

1.3% carry the highest short-term ratings Al and 3.6%

is rated below A/Al Table shows breakdown of the

trading investments portfolio at September 30 2009 and

December 31 2008 by major security type together with

unrealized gains and losses included in Income loss from

Investments on securities held at the end of the respective

periods

The maturity su-ucture of iucdium- and long-term boreowings outstanding at the end

of 2008 is presented in Appendix 1-5 to the December 31 2008 fmancial statensents
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Table TRADING INVESTMENTS PORTFOLIO BY MAJOR SECURITY TYPE

Expressed in millions of United States dollars

Obligations of the United States Government and

its corporations and agencies

U.S government-sponsored enterprises

Obligations of non-U.S governments and agencies

Bank obligations

Corporate securities

Mortgage-backed securities

Asset-backed securities ____________ _____________ ____________

Total trading investments
___________ ___________

Includes accrued interest of $31 million at September 30 2009 and $56 million at December31 2008 presented in the

Condensed Balance sheet under Accrued interest and other charges

IMPAIRED NON-SOVEREIGN-GUARANTEED LOAN Early in

2008 the Bank approved non-sovereign-guaranteed loan

in borrowing member country constitutional challenge

against the internal governmental approval process for said

loan was filed In September 2008 the constitutional court

of the member country where the project being fmanced by

the loan is located declared that the governmental decrees

approving the Bank fmancing were unconstitutional In

August 2009 the Congress of the borrowing member

country approved subsidy law that among other matters

authorizes the government to assume and pre-pay the loan

in full by the end of February 2010 All amounts due under

the loan continue to be received pursuant to the terms of

the loan agreement Management continues to be engaged

in ongoing discussions with the relevant parties and au

thorities regarding the loan As of September 30 2009 the

outstanding balance of this loan amounted to $288 million

and the allowance for loan losses was $44 million

FUNDED STATUS OF PENSION AND POsTRETIREMENT

BENEFIT PL4NS PLANS GAAP require the Bank to fully

recognize in its Balance Sheet the funded status i.e the

difference between the fair value of the Plans assets and

benefit obligations or pension liabilities for its Plans

through comprehensive income GAAP also require that

the measure of the funded status be made and recognized

on the measurement date which in the case of the Bank is

at the end of every year Accordingly the funded status of

the Banks pension and postretirement benefit plans is es

tablished annually

As result of an improvement in the equity markets during

the first nine months of the year the fair value of the Plans

assets mainly comprising equities fixed income and other

investments partially recovered during the period increas

ing by $440 million to $3517 million In contrast to the

Plans assets which are measured each month the Plans

benefit obligations or pension liabilities are measured only at

the end of the year

The Postretirement benefit liabilities included in the Banks

balance sheet amounting to $400 miffion as of September 30

2009 do not reflect potential changes in the Plans funded

status

Changes in Postretirement benefit assets or liabilities do

not have an impact on Net income

ADDRESSING THE SHORT-TERM LENDING CONSTRAINT In

March 2009 the Board of Governors requested Manage

ment to present to the Board of Executive Directors op

tions consistent with the Banks financial strength to ex

pand the Ordinary Capitals short-term lending envelope

To that effect the Board of Executive Directors approved

three options presented by Management to address the

short-term lending constraint The first was the elimination

of policy-based lending constraint instead relying on the

Banks existing borrowing limits in line with other multi

lateral development banks This change increased lending

capacity by approximately $2 billion The second option

described below involved the acceptance of an offer by

Canada to increase its callable capital by $4 billion on

temporary basis thus allowing the Bank to expand its bor

rowing capacity and thus its lending capacity by the same

amount approved by the Board of Governors on July 20

2009 and effective August 17 2009 The third option was

the endorsement of the Banks continued use of co

fmancing opportunities with third-parties to make addi

tional resources available for the region

On August 17 2009 the Bank received from Canada

letter of subscription for 334887 shares of non-voting call

able capital stock thereby increasing Canadas total sub

scription to the Banks Ordinary Capital to 669774 shares

Accordingly effective on this date the authorized ordinary

September 30 2009 December 31 2008

Unrealized Unrealized

Carrying Gains Carrying Gains

Value Losses Value Losses

374 1157

451 1539

6358 771

5620 61 4796 99
77 199

2303 65 2492 1079

1531 23 1715 427
16714 166 12669 1596
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capital stock of the Bank was increased by an amount of

$4039.9 million to total of $104980.0 million repre

sented by 8702335 shares authorized and subscribed The

paid-in capital stock of the Bank remains unchanged Ad
ditionally the terms and conditions of Canadas subscrip

tion of August 17 2009 stipulate that the subscription is on

temporary basis with Canada required to transfer 25% of

the shares back to the Bank on each of the dates that is five

six seven and eight years from the subscription date

CAPITAL INCREASE The Board of Governors instructed

Management to review the need for general capital in

crease of the Ordinary Capital and replenishment of the

FSO which includes robust analysis of the nature and

scale of long-term demands Management prepared doc

ument with fmancial and other analysis that was presented

to the Committee of the Board of Governors at meeting

in Madrid in October of 2009 At that meeting the Gover

nors agreed to form working group of Governors that will

continue to review the Banks needs and consider pro

posal for capital increase of the Ordinary Capital and

replenishment of the FSO
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CoENsED QUARTERLY FINANctAL STATEMENTS

UNAUDITED



Condensed Quarterly Financial Statements 12

ORDINARY CAPITAL

INTER-AMERICAN DEVELOPMENT BANK

CONDENSED BALANCE SHEET

Expressed in millions of United States dollars

September 30 December 31

2009 2008

Unaudited

ASSETS

Cash and investments

Cash

Investments Note

Trading Note

Held-to-maturity ___________ __________

Loans outstanding Note

Allowance for loan losses
___________

Accrued interest and other charges

Receivable from members

Currency and interest rate swaps Notes and

Investments Trading

Loans

Borrowings

Other assets
___________ ___________

Total assets

LIABILITIES AND EQUITY
Liabilities

Borrowings

Short-term

Medium- and long-term

Measured at fair value Notes and

Measured at amortized cost
____________ ___________

Currency and interest rate swaps Notes and

Investments Trading

Loans

Borrowings __________
1519

_________

Payable for investment securities purchased 606

Payable for cash collateral received 602

Postretirement benefit liabilities 400

Amounts payable to maintain value

of currency holdings

Accrued interest on borrowings

Other liabilities
__________ __________

Total liabilities

Equity

Capital stock Note

Subscribed 8702335 shares 2008-8367264 shares

Less callable portion ___________ __________
Paid-in capital stock

Retained earnings 14648

Accumulated other comprehensive income 417 19404
_________ _________

Total liabilities and equity 81883
_________

877 301

12613

21516 3621

51173

54507 136

16683

3956

54660

153

80

4008

1012

412

4088

348

81883

43

3415

874 3067

57772

16535

51037

699

435

3460

344

72510

49394

1917

156

410

383

559

247

53066

19444

72510

44028

12870

14

380

1125

104980

100641

4339

579

621

380

62479

34350

11977

10

107

1800

100938

96599
4339

14647

458

The accompanying notes are an integral part of these condensed quarterly financial statements
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ORDINARY CAPITAL

INTER-AMERICAN DEVELOPMENT BANK

CONDENSED STATEMENT OF INCOME AND RETAINED EARNINGS

Expressed in millions of United States dollars __________________________

Three months ended Nine months ended

September 30 September 30

2009 2008 2009 2008

Unaudited Unaudited

Income loss

Loans after swaps 495 542 1513 1723

Investments Note

Interest 66 156 242 483

Net gains losses 325 411 284 906
Other 15 11

Total income 891 293 2054 1311

Expenses

Borrowing expenses after swaps 208 404 775 1310

Provision for loan and guarantee losses Note 10 34 18 52

Administrative expenses 131 109 358 299

Special programs 20 12 50 34

Total expenses
369 559 1201 1695

Income loss before Net unrealized gains losses on

non.trading derivatives and borrowings measured

at fair value 522 266 853 384

Net unrealized gains losses on non-trading derivatives

and borrowings measured at fair value Notes and 710 297 852 299

Net income loss 188 31 85
Retained earnings beginning of period 14836 14553 14647 14576

Cununulative effect of fair value option Note 93

Retained earnings end of period 14648 $14584 14648 14584

CONDENSED STATEMENT OF COMPREHENSIVE INCOME

Expressed in millions of United States dollars _________________________

Three months ended Nine months ended

September 30 September 30

2009 2008 2009 2008

Unaudited Unaudited

Net income loss 188 31 85

Other comprehensive income loss

Translation adjustments 90 179 43 83

Reclassification to income cash flow hedges

Total other comprehensive income loss 91 179 41 81

Comprehensive income loss 97 148 40

The accompanying notes are an integral part of these condensed quarterly financial statements
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ORDINARY CAPITAL

INTER-AMERICAN DEVELOPMENT BANK

CONDENSED STATEMENT OF CASH FLOWS

Expressed in millions of United States dollars

Nine months ended

September 30

2009 2008

Unaudited

Cash flows from lending and investing activities

Lending

Loan disbursements net of participations 6476 3970
Loan collections net of participations 3020 3696

Net cash used in lending activities 3456 274
Gross purchases of held-to-maturity investments 2927 2212
Gross proceeds from maturities of held-to-maturity investments 2958 2244
Miscellaneous assets and liabilities 18 56
Net cash used in lending and investing activities 3443 298

Cash flows from financing activities

Medium- and long-term borrowings

Proceeds from issuance 12964 7700

Repayments 4735 5649
Short-term borrowings net 2215 438
Cash collateral received 602

Collections of receivable from members

Net cash provided by financing activities 6620 1618

Cash flows from operating activities

Gross purchases of trading investments 24884 8337
Gross proceeds from sale or maturity of trading investments 21610 6149

Loan income collections 1575 1842

Interest and other costs of borrowings after swaps 834 1066
Income from investments 228 423

Other income 15 11

Administrative expenses 288 312

Special programs 25 14
Net cash used in operating activities 2603 1304

Effect of exchange rate fluctuations on cash

Net increase in cash 576 18

Cash beginning of year 301 200

Cash end of period 877 218

The accompanying notes are an integral part of these condensed quarterly financial statements
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ORDINARY CAPITAL

INTER-AMERICAN DEVELOPMENT BANK

NOTES TO THE CONDENSED QUARTERLY FI
NANCIAL STATEMENTS UNAUIMTED

NOTE FINANCIAL INFORMATION

The primary activities of the Inter-American Development

Bank the Bank are conducted through the Ordinary Capi

tal which is supplemented by the Fund for Special Opera

tions the Intermediate Financing Facility Account and the

1DB Grant Facility Unless otherwise indicated all fman

cial information provided in these Condensed Quarterly

Financial Statements refers to the Ordinary Capital The

Condensed Quarterly Financial Statements should be read

in conjunction with the December 31 2008 financial

statements and notes therein Management believes that the

condensed quarterly fmancial statements reflect all adjust

ments necessary for fair presentation of the Ordinary

Capitals fmancial position and results of operations in

accordance with accounting principles generally accepted

in the United States of America The results of operations

for the first nine months of the current year are not neces

sadly indicative of the results that may be expected for the

full year

NOTE NEW ACCOUNTING
PRONOUNCEMENTS

The Bank adopted Statement of Financial Accounting

Standards SFAS 161 Disclosures about Derivative In

struments and Hedging Activities in the first quarter of

2009 SFAS 161 amended and expanded the disclosure

requirements of SFAS 133 Accounting for Derivative

Instruments and Hedging Activities as amended requiring

qualitative disclosures about objectives and strategies for

using derivatives quantitative disclosures about fair value

amounts on derivative instruments and disclosures about

credit-risk-related contingent features in derivative agree

ments The provisions of this standard did not have an im

pact on the Banks financial position or results of opera

tions SFAS 161 disclosure requirements are incorporated

in Note Derivatives

On April 2009 the Financial Accounting Standards

Board FASB issued three FASB Staff Positions FSP
intended to provide additional application guidance and

enhanced disclosures regarding fair value measurements

and impairments of securities These accounting pro

nouncements were adopted in the second quarter of 2009

and had no effect on the Banks financial position or results

of operations

FSP FAS 157-4 Determining Fair Value When the Vol

ume and Level of Activity for the Asset or Liability Have

Significantly Decreased and Identifying Transactions That

Are Not Orderly provides guidelines for making fair value

measurements more consistent with the principles pre

sented in SFAS 157 Fair Value Measurements in addi

tion this FSP requires enhanced disclosures regarding fi

nancial assets and liabilities that are recorded at fair value

The enhanced disclosures related to FSP FAS 157-4 are

included in Note Fair Value Measurements

FSP FAS 107-1 and APB 28-1 Interim Disclosures about

Fair Value of Financial Instruments enhances consistency

in financial reporting by increasing the frequency of fair

value disclosures from an annual basis to interim periods

The required disclosure is included in Note Fair Value

of Financial Instruments

FSP FAS 115-2 and FAS 124-2 Recognition and Presen

tation of Other-Than-Temporary Impairments provides

additional guidance designed to create greater clarity and

consistency in accounting for and presenting and disclosing

impairment losses on securities The additional disclosures

required by this FSP are included in Note Investments

In May 2009 the FASB issued SFAS 165 Subsequent

Events The objective of this Statement is to establish

general standards of accounting for and disclosure of

events that occur after the balance sheet date but before

fmancial statements are issued or are available to be issued

The Bank adopted SFAS 165 in the second quarter of 2009

and the related disclosure is included in Note Subse

quent Events

In June 2009 the FASB issued SFAS 166 Accounting

for Transfers of Financial Assets an amendment of

FASB Statement No 140 SFAS 166 amends SFAS

140 to improve the relevance and comparability of the

information that reporting entity provides in its finan

cial statements about transfer of financial assets the

effects of transfer on its financial position financial

performance and cash flows and the transferors con

tinuing involvement if any in transferred financial as

sets SFAS 166 is effective for the Bank for interim and

annual reporting periods after January 2010 The

Bank is currently assessing the impact of the adoption

of SFAS 166 on its financial position and results of op
erations

In June 2009 the FASB issued SFAS 167 Amend
ments to FASB Interpretation No 46R SFAS 167

significantly changes the criteria for determining

whether the consolidation of variable interest entity is

required SFAS 167 also addresses the effect of changes

required by SFAS 166 on FASB Interpretation No

FIN 46R Consolidation of Variable Interest Enti

ties and concerns regarding the application of certain

provisions of FIN 46R including concerns that the

accounting and disclosures under the Interpretation do

not always provide timely and useful information about

an entitys involvement in variable interest entity

SFAS 167 is effective for the Bank for interim and an-
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nual reporting periods after January 2010 The Bank

is currently assessing the impact of the adoption of

SPAS 166 on its financial position and results of opera
tions

In June 2009 the FASB issued SFAS 168 The FASB

Accounting Standards Codification and the Hierarchy of

Generally Accepted Accounting Principles replace

ment of FASB Statement No 162 Upon effectiveness

of SPAS 168 in the third quarter of 2009 the Codifica

tion became the sole source of authoritative GAAP rec

ognized by the FASB The adoption of this standard by

the Bank did not have an impact on its financial position

or results of operations as the new standard did not alter

existing GAAP

In August 2009 the FASB Accounting Standards Codi

fication ASC was updated with Accounting Standard

Update ASU No 2009-05 Measuring Liabilities at

Fair Value This Update provides clarification that in

circumstances in which quoted price in an active mar

ket for the identical liability is not available the fair

value of the liability should be measured using valuation

techniques that use amongst others the quoted price of

an identical or similar liability when traded as an asset

or the amount that would be received to enter into the

identical liability The guidance provided in this Update

is effective for the reporting period ending December

31 2009 and it is not expected to have an impact on the

Banks financial position or results of operations

In September 2009 the FASB issued ASU No 2009-12

Investments in Certain Entities That Calculate Net As

set Value per Share or Its Equivalent This Update

amends the FASB ASC by providing additional guid

ance on measuring the fair value of certain alternative

investments Under the amended guidance entities are

permitted as practical expedient under certain condi

tions to estimate the fair value of investments within its

scope using the net asset value per share of the invest

ment determined as of the reporting entitys measure

ment date The amended guidance also requires addi

tional disclosures to better enable users of the financial

statements to understand the nature and risks of the re

porting entitys alternative investments The amend

ments in this Update are effective for the reporting pe
riod ending December 31 2009 and it is not expected to

have an impact on the Banks financial position and

results of operations

NOTE INVESTMENTS

As part of its overall portfolio management strategy the

Bank invests in government agency corporate and bank

obligations asset-backed and mortgage-backed securities

and related financial derivative instruments primarily cur

rency and interest rate swaps

For government and
agency obligations including securi

ties issued by an instrumentality of government or any

other official entity the Banks policy is to invest in obli

gations issued or unconditionally guaranteed by govern

ments of certain countries with minimum credit quality

equivalent to AA- rating agency asset-backed and mort

gage-backed securities require credit quality equivalent to

AAA rating Obligations issued by multilateral organiza

tions require credit quality equivalent to AAA rating In

addition the Bank invests in bank obligations issued or

guaranteed by an entity with senior debt securities rating

of at least and in corporate asset-backed and mort

gage-backed securities with credit quality equivalent to

AAA rating The Bank also invests in short-term securities

of the eligible investment asset classes mentioned above

provided that they cany only the highest short-term credit

ratings

The financial markets crisis that began in July 2007 wors

ened in 2008 However the investment portfolio started to

recover in the second quarter of 2009 as fmancial market

conditions showed some signs of improvement The effect

of the crisis characterized by lack of liquidity and high

volatility in the markets continues to affect albeit to

lesser extent the Banks ability to mitigate its credit risk by

selling or hedging its exposures Valuations continue to be

impacted by market factors such as rating agency
actions

and the prices at which actual transactions occur but have

recovered somewhat as the Bank has recognized net mark-

to-market gains from its trading portfolio during 2009 The

Bank continues to maximize where possible the use of

market inputs in the valuation of its trading investments

including external pricing services independent dealer

prices and observable market yield curves

Net unrealized gains of $166 million on trading portfolio

instruments held at September 30 2009 losses of $888

million at September 30 2008 were included in Income

loss from investments Unrealized gains and losses rec

ognized are substantially related to the $3.8 billion asset-

backed and mortgage-backed securities portion of the trad

ing investments portfolio 2008 $5.1 billion at Septem

ber 30 2009 and 2008 respectively

summary of the trading investments portfolio at Sep
tember 30 2009 and December 31 2008 is shown in Note

Fair Value Measurements

In addition summary of the held-to-maturity portfolio

and the portfolios maturity structure at September 30
2009 and December 31 2008 are shown below in mil

lions
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Bank obligations

2009

2010 to 2013

224

202

22

Asset.backed securities

2009

2010 to 2013

120

l20

122 137

30

138

29

122 107 109

Total

2009

2010 to 2013

3999 86 4079

1128 1128

2871 86 2951

3657 65 19 3703

1543 1546

2114 60 17 2157

Includes accrued interest of $43 million 2008 -$36 million

As of September 30 2009 and December 31 2008 the

Bank does not have any investment that is other-than-

temporarily impaired in its held-to-maturity investments

portfolio Held-to-maturity investments with continuous

unrealized losses that are not deemed to be other-than-

temporarily impaired as of September 30 2009 and De
cember 31 2008 are summarized below in millions

Category of

Investments

Obligations
of non-U.S governments

and
agencies

Total

September 30 2009

Less than 12 Months 12 Months or Greater

Fair Unrealized Fair Unrealized

Value Losses Value Losses

570 53

570 53

Total

Fair Unrealized

Value Losses

623

623

Category of

Investments

December 312008

Less than 12 Months 12 Months or Greater

Fair Unrealized Fair Unrealized

Value Losses Value Losses

Total

Fair Unrealized

Value Losses

Obligations of non-U.S governments

and agencies 193

Asset-backed securities

Total

The Bank only invests in high credit quality instruments

At September 30 2009 55.9% of the Held-to-maturity

investments are rated AAA 35.7% are rated AA 7.1% are

rated and 1.3% are rated below The unrealized losses

on the Held-to-maturity investments portfolio substantially

relate to the credit downgrade of one sovereign issuer to

BBB The Bank expects to collect all amounts due accord

ing to the contractual terms prevailing on the acquisition

date of these investments Accordingly and because the

Bank has the ability and intent to hold these investments

until maturity it does not consider these investments to be

other-than-temporarily impaired at September 30 2009

NOTE LOANS AND GUARANTEES

Loan Charges The Banks standard loan charges consist

of lending spread of 0.30% per annum on the outstanding

amount credit commission of 0.25% per annum on the

undisbursed convertible currency portion of the loan and

no supervision and inspection fee In order to further

strengthen the Banks capitalization and maintain the fi

nancial strength of the institution the Board of Executive

Directors increased the lending spread from 0.30% to

0.95% for the second semester of 2009 and the first semes

ter of 2010 These charges currently apply to Single Cur

rency Facility loans and most Currency Pooling System

and U.S Dollar Window loans comprising approximately

HELD-TO.MATURITY

Seotember 30 2009

Investment Category fYears of Maturity

Obligations of non-U.S governments

ind agencies

2009

2010 to 2013

Gross Gross Gross Gross

Netcarrying unrealized unrealized Netcarrying unrealized unrealized

amount gains losses Fair value amount gains
losses Fair value

December 31 2008

3571 84 3649 3296 63 18 3341

852 852 1311 1315

2719 84 2797 1985 58 17 2026

308 308 224

276 276 202

32 32 22

117 17 310 18

34 34

227 117 17 344 19



Condensed Ouarterlv Financial Statements 18

93% of the loan portfolio and are subject to periodic re

view and approval by the Board of Executive Directors

Impaired loans and allowance for loan losses The Bank

has non-sovereign guaranteed loans with outstanding bal

ances of $396 million classified as impaired at September

30 2009 All impaired loans have specific allowances for

loan losses amounting to $73 million

The following table provides fmancial information related

to impaired loans as of September 30 2009 and December

31 2008 in millions

2009 2008

Recorded investment

atendofperiod 396 288

Average recorded investment

during period 300

In addition summary of financial information related to

impaired loans affecting the results of operations for the

three and nine months ended September 30 2009 and 2008

is as follow in millions

Three months ended

September 30

2009 2008

Loan income recognized

Loan income that would have been

recognized on an accrual basis

during the period

Nine months ended

September 30

2009 2008

Loan income recognized

Loan income that would have been

recognized on an accrual basis

during the period

The changes in the allowance for loan and guarantee losses

for the nine months ended September 30 2009 and the

year ended December 31 2008 were as follows in mil

lions

Balance beginning of year

Provision for loan and

guarantee losses

Recoveries

Balance end of period

Composed of

Allowance for loan losses

Allowance for guarantee lossest1

Total

2009 2008

Guarantees As of September 2009 and December 31

2008 the Bank had approved net of cancellations and

maturities non-trade related guarantees without sovereign

counter-guarantees of $1399 million and guarantee with

sovereign counter-guarantee of $60 million

Under its non-sovereign-guaranteed Trade Finance Facili

tation Program TFFP in addition to direct loans the

Bank provides credit guarantees on short-term trade related

transactions The TFFP which began to operate in 2005

authorizes lines of credit in support of approved issuing

banks and non-bank financial institutions with an aggre

gate program limit of up to $1 billion outstanding at any

time During the nine months ended September 30 2009

the Bank issued 92 guarantees for total of $149 million

under this program 2008 91 guarantees for total of

$160 million

At September 30 2009 guarantees of $1020 million

$1035 million as of December 31 2008 including $83

million issued under the TFFP $141 million as of Decem
ber 31 2008 were outstanding and subject to call This

amount represents the maximum potential undiscounted

future payments that the Bank could be required to make

under these guarantees An amount of $51 million $54
million as of December 31 2008 of guarantees out

standing has been re-insured to reduce the Banks expo

sure Outstanding guarantees have remaining maturities

ranging from to 16 years except for trade related guaran

tees that have maturities of up to three years No guaran

tees provided by the Bank have ever been called As of

September 30 2009 the Banks exposure on guarantees

without sovereign counter-guarantee net of reinsurance

amounted to $860 million and were classified as follows

in millions

Excellent

Very Strong

Strong

Satisfactory

Fair

Weak

T..........1 l4D.I Amount

97

135

32

177

295

112

12

860

Significant probability of impairment

Total

169 70

18 93

187 169

153

34

187

136

33

169

The allowance for
guarantee

losses is included in Other liabilities in

the Condensed Balance Sheet
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NOTE DERIVATIVES

Risk management strategy and use of derivatives The

Banks financial risk management strategy is designed to

strengthen the Banks ability to fulfill its purpose This

strategy consists primarily of designing implementing

updating and monitoring the Banks interrelated set of

fmancial policies and guidelines and utilizing appropriate

fmancial instruments and organizational structures The

Bank faces risks that result from market movements pri

marily changes in interest and exchange rates that are miti

gated through its integrated asset and liability management

framework The objective of the asset and liability man

agement framework is to manage the currency composi

tion maturity profile and interest rate sensitivity character

istics of the portfolio of liabilities supporting liquidity and

each lending product in accordance with the particular

requirements for that product and within prescribed risk

parameters The Bank employs derivatives to manage its

asset and liability management exposures by aligning the

characteristics of its assets and liabilities These instru

ments mostly currency and interest rate swaps are used

primarily for economic hedging purposes

significant number of the current borrowing operations

include swaps to economically hedge specific underlying

liability producing the funding required i.e the appropri

ate currency and interest rate type The Bank also uses

lending swaps to economically hedge fixed-rate fixed base

cost and local
currency loans and investment swaps that

hedge particular underlying investment security and pro

duce the appropriate vehicle in which to invest existing

Accounting for derivatives The Bank discontinued hedge

accounting on January 2004 however it complies with

the derivative accounting requirements Hence all deriva

tives are recognized in the Condensed Balance Sheet at

their fair value and are classified as either assets or liabili

ties depending on the nature debit or credit of their net

fair value amount

Changes in the fair value of investment derivatives and the

related interest component are recorded in Income from

investments The interest component of the changes in fair

value of lending and borrowing derivatives is recorded in

Income from loans and Borrowing expenses respectively

over the life of the derivative contract The remaining

changes in fair value of these instruments are recorded in

Net unrealized gains losses on non-trading derivatives

and borrowings measured at fair value in the Condensed

Statement of Income and Retained Earnings

The Bank occasionally issues debt securities that contain

embedded derivatives these securities are allocated to fund

floating rate assets and are carried at fair value

Financial statements presentation All derivative instru

ments are reported at fair value As of September 30 2009

the Banks derivative instruments and their related gains

and losses are presented in the Condensed Balance Sheet

the Condensed Statement of Income and Retained Earn

ings and the Condensed Statement of Comprehensive In

come as follows in millions

cash
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Condensed Balance Sheet

Derivatives not Designated September 30 2009

as Hedging Instruments Balance Sheet Location Asset Liability

Currency Swaps Currency and interest rate swaps

Investments Trading

Loans 33 72

Borrowings 2913 1001

Accrued interest and other charges 227 73

Interest Rate Swaps Currency and interest rate swaps

Investments Trading 10

Loans 47 308

Borrowings 1095 124

Accrued interest and other charges 123 52

4438 1498

Balances are reported gross prior to counterparty netting in accordance with existing master netting

derivative agreements

Condensed Statement of Income and Retained Earnings and Condensed Statement of Comprehensive Income

Three months Nine months

ended ended

Derivatives not Designated as September 30 September 30

Hedging Instruments Location of Gain or Loss from Derivatives 2009 2009

Currency Swaps

Investments Trading Income from investments

Loans Income from loans 21

Net unrealized gains losses on non-trading

derivatives and borrowings measured at fair

value 59

Borrowings Borrowing expenses after swaps 252 628

Net unrealized gains losses on non-trading

derivatives and borrowings measured at fair

value 1083 1943

Other Comprehensive Income-Translation

adjustments 25

Interest Rate Swaps

Investments Trading Income from investments

Other Comprehensive Income-Translation

adjustments

Loans Income from loans 65 95

Net unrealized gains losses on non-trading

derivatives and borrowings measured at fair

value 318 155

Borrowings Borrowing expenses after swaps 157 388

Net unrealized gains losses on non-trading

derivatives and borrowings measured at fair

value 218 458

Other Comprehensive Income-Translation

adjustments

Futures Income from investments

1305 2191



Condensed Quarterly Financial Statements 21

The Bank is not required to post collateral under its deriva

tive agreements as long as it maintains AAA credit rat

ing Should the Bank credit rating be downgraded from the

current AAA the standard swap agreements detail by

swap counterparty the collateral requirements the Bank

would need to satisfy in this event The aggregate fair

value of all derivative instruments with credit-risk related

contingent features that are in
liability position on Sep

tember 30 2009 is $90 million after consideration of mas

ter netting derivative agreements If the Bank was down

graded from the current AAA to AA it would still not be

required to post collateral against net liability positions by

counterparty at September 30 2009

The following table provides information on the contract

value/notional amounts of derivative instruments as of

September 30 2009 in millions

September 30 2009

Currency swaps interest Rate swaps

Receivable Payable Receivable Payable

37 1424

35 1424

Loans

Fixed 755

Adjustable 925 180

Borrowings

Fixed 20619 644 22622

Adjustable 7393 24910 4965

Currency swaps are shown at face value and interest rate swaps are shown

at the notional amount of each individual payable or receivable leg

NOTE FAIR VALUE MEASUREMENTS

The framework for measuring fair value establishes fair

value hierarchy that prioritizes the inputs to valuation tech

niques used to measure fair value The hierarchy gives the

highest priority to unadjusted quoted prices in active mar

kets for identical assets or liabilities Level and the low

est priority to unobservable inputs Level The three

levels of the fair value hierarchy are as follows

Level Unadjusted quoted prices in active markets that

are accessible at the measurement date for

identical unrestricted assets or liabilities

Level Quoted prices in markets that are not active or

inputs that are observable either directly or in-

directly for substantially the full term of the

asset or liability

Level Prices or valuation techniques that require in-

puts that are both significant to the fair value

measurement and unobservable i.e supported

by little or no market activity

The Banks investment instruments valued based on

quoted market prices in active markets valuation tech

nique consistent with the market approach include obliga

tions of the United States and Japanese governments
Such

instruments are classified within Level of the fair value

hierarchy As required by the framework for measuring fair

value the Bank does not adjust the quoted price for such

instruments

Substantially all other Bank investment instruments are

valued based on quoted prices in markets that are not ac

tive external pricing services where available solicited

broker/dealer prices or prices derived from alternative

pricing models utilizing discounted cash flows These

methodologies apply to investments including government

agencies and corporate bonds asset-backed and mortgage-

backed securities bank obligations and related fmancial

derivative instruments primarily currency and interest rate

swaps These instruments are classified within Level of

the fair value hierarchy and are measured at fair value us

ing valuation techniques consistent with the market and

income approaches

The main methodology of external pricing service provid

ers involves market approach that requires predeter

mined activity volume of market prices to develop com

posite price The market prices utilized are pmvided by

orderly transactions being executed in the relevant market

transactions that are not orderly and outlying market prices

are filtered out in the determination of the composite price

Other external price providers utilize evaluated pricing

models that vary by asset class and incorporate available

market information through benchmark curves bench-

marking of like securities sector groupings and matrix

pricing to prepare valuations

Investment securities are also valued with prices obtained

from brokers/dealers Brokers/dealers prices may be based

on variety of inputs ranging from observed prices to pro

prietary valuation models The Bank reviews the reason

ability of brokers/dealers prices via the determination of

fair value estimates from internal valuation techniques

Substantially all the Banks medium and long-term bor

rowings elected under the fair value option and lending and

borrowing currency and interest rate swaps are valued us

ing quantitative models including discounted cash flow

models as well as more advanced option modeling tech

niques when necessary depending on the specific struc

tures that require the use of multiple market inputs includ

ing market yield curves and/or exchange rates interest

rates and spreads to generate continuous yield or pricing

curves and the spot price of the underlying volatility and

correlation Significant market inputs are observable during

the full term of these instruments Correlation and items

with longer tenors are generally less observable The Bank

considers consistent with the requirements of the frame

work for measuring fair value the impact of its own cred

itworthiness in the valuation of its liabilities These instru

ments are classified within Level of the fair value hierar

Investments

Fixed

Adjustable

12121

12121

580

26370
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chy in view of the observability of the significant inputs to

the models and are measured at fair value using valuation

techniques consistent with the market and income ap

proaches

Level investment borrowing and swap instruments are

valued using Managements best estimates utilizing avail

able information including external price providers

where available or broker/dealer prices when less liquid

ity exists quoted price is out of date or prices among

brokers/dealers vary significantly other valuation tech

niques may be used i.e combination of the market ap
proach and the income approach and ii market yield

curves of other instruments used as proxy for the instru

ments yield curves for borrowings and related swaps

Financial assets

Assets

Investments Trading

Obligations of the United States Government and

its corporations and agencies

U.S government-sponsored enterprises

Obligations of non-U.S governments and agencies

Bank obligations

Corporate securities

Mortgage-backed securities

Asset-backed securities

Total Investments Trading

Currency and interest rate swaps

Total

These methodologies are valuation techniques consistent

with the market and income approaches

The following tables set forth the Banks fmancial assets

and liabilities that were accounted for at fair value as of

September 30 2009 and December 31 2008 by level

within the fair value hierarchy in millions As required by

the framework for measuring fair value financial assets

and liabilities are classified in their entirety based on the

lowest level of input that is significant to the fair value

measurement

Fair Value

Measurements

September 30 2009 Level Level Level

374 374

458 458

6358 281 6077

Investments Trading

Obligations of the United States Government and

its corporations and agencies

U.S government-sponsored enterprises

Obligations of non-U.S governments and agencies

Bank obligations

Corporate securities

Mortgage-backed securities

Asset-backed securities

Total Investments Trading

Currency and interest rate swaps

Total

Fair Value

Measurements

December 31 20O8 Level Level Level

199

2483

1614

1281 11278

3499 3428

16168 1281 14706

Represents the fair value of the referred assets including their accrued interest presented in the Condensed Balance Sheet

under Accrued interest and other charges of $56 million for trading investments and $39 million for currency and interest

rate swaps

5620 5620

70 70

2302 2293

1532 1435 97

16714 655 15953 106

4438 4348 90

21152 655 20301 196

Represents the fair value of the referred assets including their accrued interest presented in the Condensed Balance Sheet under

Accrued interest and other charges of $31 million for trading investments and $350 million for currency and interest rate swaps

Assets

1034

214

33

1157

1539

771

4796

199

2492

1715

12669

123

1325

738

4796

101

110

71

181
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Financial liabilities

Fair Value

Measurements

Liabilities September 302009 Level Level Level

Borrowings measured at fair value 44512 44088 424

Currency and interest rate swaps 1498 1473 25

Total 46010 45561 449

Represents the fair value of the referred liabilities including their accrued interest presented in the Condensed Balance Sheet under

Accrued interest on borrowings of $484 million for borrowings and under Accrued interest and other charges of $21 million for

currency and interest rate swaps

Fair Value

Measurements

Liabilities December 31 2008 Level Level Level

Borrowings measured at fair value 34675 34135 540

Currency and interest rate swaps 1913 1871 42

Total 36588 36006 582

Represents the fair value of the referred liabilities including their accrued interest presented in the Condensed Balance Sheet under

Accrued interest on borrowings of $325 million for borrowings and under Accrued interest and other charges of $4 million for

currency and interest rate swaps

The tables below show reconciliation of the beginning

and ending balances of all fmancial assets and financial

liabilities measured at fair value on recurring basis us

ing significant unobservable inputs Level for the three

and nine months ended September 30 2009 and 2008 in

millions In addition the tables show the total gains and

losses included in Net income loss as well as the

amount of these gains and losses attributable to the

change in unrealized gains and losses relating to assets

and liabilities still held as of September 30 2009 and

2008 in millions and description of where these gains

or losses are reported in the Condensed Statement of

Income and Retained Earnings
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Financial assets

Three months ended Seotember 30

Currency and Currency and

Investments Interest Rate Investments Interest Rate

Trading Swaps Total Trading Swaps Total

Balance July 12009 and 2008 106 89 195

Total gain.s losses included in

Net income loss

Other comprehensive income loss

Settlements

Transfers in out of level 26 26
Transfer to financial liabilities

Balance September 30 2009 and 2008 106 90 196

Total gains losses for the period included in

Net income loss attributable to the change

in unrealized gains or losses related to assets

still held at September 30 2009 and 2008 24 25

Nine months ended September 30

Fair Value Measurements Using Significant Fair Value Measurements Using Significant

Unobservable Inputs Level Unobservable Inputs Level

Currency and Currency and

Investments Interest Rate Investments Interest Rate

Trading Swaps Total Trading Swaps Total

110 71 181 68 89 157

Settlements 19 22
Transfers in Out of level 20 26
Transfers to financial liabilities

Balance September 302009 and 2008 106 90 196

Total gains losses for the period included in

Net income loss attributable to the change

in unrealized
gains or losses related to assets

still held at September 30 2009 and 2008 15 42 27

18 26
182 182

162 66 228

43 31 74

Gains losses are included in the Condensed Statement of Income and Retained Earnings as follows in millions

Three months ended September 30

2009 2008

Income from investments

Borrowing expenses after swaps

Net unrealized gains losses on non-trading

derivatives and borrowings measured at fair value..

Change in Change in

Total Gains Unrealized Total Gains Unrealized

Losses included Gains Losses Losses included Gains Losses

in Net Income related to Assets in Net Income related to Assets

Loss for the Still Held at End Loss for the Still Held at End

Period of Period Period of Period

34 10

24 24 38 38
30 25 68 48

Fair Value Measurements Using Significant

Unobservable Inputs Level

2009 2008

Fair Value Measurements Using Significant

Unobservable Inputs Level

26 30

70 114 184

34 34 68
10 18

142 142

162 66 228

10 38 48

2009 2008

Balance January 12009 and 2008

Total gains losses included in

Net income loss

Other comprehensive income loss

52 44 66 74

Total
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Nine mnnth ended Sentember 30

Income from investments

Borrowing expenses after swaps

Net unrealized gains losses on non-trading

derivatives and borrowings measured at fair value..

Total

Change in Change in

Total Gains Unrealized Total Gains Unrealized

Losses included Gains Losses Losses included Gains Losses

in Net Income related to Assets in Net Income related to Assets

Loss for the Still Held at End Loss for the Still Held at End

Period of Period Period of Period

15 66 43

10 23

42 42 31 31
44 27 74 74

Balance -July 2009 and 2008

Total gains losses included in

Net income loss

Other comprehensive income loss

Issuance and settlements net

Transfer out of level

Fair Value Measurements Using Significant

Unobservable Inputs Level

Borrowings Currency and

Measured at Interest Rate

Fair Value Swaps Total

Fair Value Measurements UsIng SignIficant

Unobservable Inputs Level

Borrowings Currency and

Measured at Interest Rate

Fair Value Swaps Total

Balance January 2009 and 2008

Total gains losses included in

Net income loss

Other comprehensive income loss

Borrowings Currency and

Measured at Interest Rate

Fair Value Swaps Total

2009 2008

Fmancial Liabilities

Three months ended Seotember 30

2009 2005

Transfer from financial assets

Balance September 30 2009 and 2008 424

Total gains losses for the period included

in Net income loss attributable to the change

in unrealized gains or losses related to liabilities

still held at September 30 2009 and 2008 32

578 34 612 658 61 719

34 25 68 18 50
17 17

48 53

193 193

_________

25 449 525 70 595

__________
23 74 15 59

Nine months ended September 30
2009 2008

Fair Value Measurements Using Significant Fair Value Measurements Using Significant

Unobservable Inputs Level Unobservable Inputs Level

Borrowings Currency and

Measured at Interest Rate

Fair Value Swaps Total

540 42 582 533 39 572

89 12 77

20Issuance and settlements net 20
Transfer Out of level 193
Transfers from financial assets

Balance September 30 2009 and 2008 424

Total gains losses for the period included

in Net income loss attributable to the change

in unrealized gains or losses related to liabilities

still held at September 30 2009 and 2008 77

49 45

47 10 37

193

25 449 525 70 595

12 65 79 40 39
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Gains losses are included in the Condensed Statement of Income and Retained Earnings as follows in millions

NOTE FAIR VALUE OPTION

rI..... ......k. ...A..l Q....e....h... IA

Nine months ended September 30

In 2008 Management approved the election of the fair

value option for certain medium- and long-term debt i.e

borrowings funding floating rate assets to reduce the in

come volatility resulting from previously accounting for

borrowings at amortized cost and as required by the de

rivatives accounting requirements marking to market the

derivative instruments including borrowing swaps with

changes in fair value recognized in income The Bank did

not elect the fair value option for other borrowings within

the same balance sheet category because they did not con

tribute to mitigation of or did not produce income vola

tility

The Bank recognizes interest on borrowings in manner

that approximates the effective yield method upon issuance

of those borrowings

The changes in fair value for borrowings elected under the

fair value option have been recorded in the Condensed

Statement of Income and Retained Earnings for the three

and nine months ended September 30 2009 and 2008 as

follows in millions

Borrowings expenses after swaps 454 437 1279 1249

Net unrealized gains losses on non-trading

derivatives and borrowings measured at fair value

Total changes in fair value included in Net income loss

The difference between the fair value amount and the un

paid principal outstanding of borrowings measured at fair

value as of September 30 2009 and December 31 2008

was as follows in millions

1561 1170 2008 1483

2015 733 3287 234

September 30 December 31

2009 2005

Fair value 44512 34675

Unpaid principal outstanding 42822 32745

Fair value over unpaid principal outstanding 1690 1930

2009 2008

Change in Change in

Total Gains Unrealized Gains Total Gains Unrealized Gains

Losses Induded Losses related to Losses Included Losses related to

in Net Income Liabilities Still in Net Income Liabilities Still

Loss for the Held at End of Loss for the Held at End of

Period Period Period Period

23 23 59 59

25 23 50 59

Borrowing expenses after swaps

Net unrealized gains losses on non-trading

derivatives and borrowings measured at fair value...

Total

Borrowing expenses after swaps

Net unrealized gains losses on non-trading

derivatives and borrowings measured at fair value...

Total

2009 2008

Change in Change in

Total Gains Unrealized Gains Total Gains Unrealized Gains

Losses Included Losses related to Losses Included Losses related to

in Net Income Liabilities Still in Net Income Liabilities Still

Loss for the Held at End of Loss for the Held at End of

Period Period Period Period

12 37

65 65 41 40

77 65 40

Three months ended

September 30

Nine months ended

September 30

2009 2008 2009 2008
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NOTE NET UNREALIZED GAINS LOSSES
ON NON-TRADING DERIVATIVES AND
BORROWINGS MEASURED AT FAIR VALUE

Net unrealized gains losses on non-trading derivatives

and borrowings measured at fair value on the Condensed

Change in fair value of derivative

instruments due to movements in

Exchange rates

Interest rates

Total change in fair value of derivatives

Change in fair value of borrowings due

to movements in

Exchange rates

Interest rates

Total change in fair value of borrowings

Currency transaction gains losses on borrowings

and loans at amortized cost

Amortization of borrowing and loan

basis adjustments

Reclassification to income cash flow hedges

Total

Net unrealized losses on non-trading derivatives resulting

from changes in interest rates were $1367 million for the

first nine months of 2009 as result of an overall increase

in long-term swap interest rates in the global markets

compared to year-end 2008 levels These losses were

partially compensated by net unrealized gains on

borrowings measured at fair value of $432 million This

income volatility which amounted to loss of $935

million for the nine months period ended September 30

2009 compared to gain of $299 million for the same

period last year is primarily due to losses associated with

tightening of the Banks credit spreads on the borrowings

portfolio approximately $489 million changes in basis

swaps approximately $139 million and unrealized losses

on lending swaps $174 million At the end of 2008 the

fmancial market turmoil led to crisis of confidence that

negatively affected all credit spread products As market

sentiment has gradually improved in 2009 high grade

credit products spread levels have generally declined

The Banks borrowings in non-functional currencies are

fully swapped to functional currencies thus protecting the

Bank against fluctuations in exchange rates During the

first nine months of 2009 exchange rate changes increased

the value of borrowings and loans resulting in negative

net effect in income of $2564 million 2008 positive

effect of $1808 million which was offset by the positive

net effect in the value of the borrowing and lending swaps

of $2638 million 2008 negative effect of $1827

million

NOTE CAPITAL STOCK

On August 17 2009 the Bank received from Canada

letter of subscription for 334887 shares of non-voting call

able capital stock thereby increasing Canadas total sub

scription to the Banks Ordinary Capital to 669774 shares

Accordingly effective on this date the authorized ordinary

capital stock of the Bank was increased by an amount of

$4039.9 million to total of $104980.0 million repre

sented by 8702335 shares authorized and subscribed The

paid-in capital stock of the Bank remains unchanged Ad
ditionally the terms and conditions of Canadas subscrip

tion of August 17 2009 stipulate that the subscription is on

temporary basis with Canada required to transfer 25% of

the shares back to the Bank on each of the dates that is five

six seven and eight years from the subscription date

NOTE PENSION AND POSTRETIREMENT
BENEFIT PLANS

The Bank has two defined benefit retirement plans Plans
the Staff Retirement Plan SRP for the pension benefit of

its international employees and the Local Retirement Plan

LRP for the pension benefit of local employees in the

country offices The Bank also provides certain health care

and other benefits to retirees under the Posiretirement

Benefits Plan PRBP

Statement of Income and Retained Earnings for the three

and nine months ended September 30 2009 and 2008

comprise the following in millions

Three months ended Nine months ended

September 30 September 30

2009 2008 2009 2008

$1129 1740 $2638 1827
153 714 1367 474

976 1026 1271 1353

1004 1579 2440 1658

557 409 432 175
1561 1170 2008 1483

127 149 124 150

11 16

710 297 852 299
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Contributions All contributions are made in cash Contri

butions from the Bank to the Plans and the PRBP during

the first nine months of 2009 were $48 million 2008 $30

million As of September 30 2009 the estimate of contri

butions expected to be paid to the Plans during 2009 was

$39 million small increase from the amount disclosed in

the December 31 2008 financial statements Estimated

contributions expected to be paid to the PRBP remained

unchanged at $25 million Contributions for 2008 were $24

million and $17 million respectively

Periodic benefit cost Net periodic benefit costs are allo

cated between the Ordinary Capital and the FSO in accor

dance with an allocation formula approved by the Board of

Executive Directors for administrative expenses and are

included under Administrative expenses in the Condensed

Statement of Income and Retained Earnings

The following table summarizes the benefit costs associ

ated with the Plans and the PRBP for the three and nine

months ended September 30 2009 and 2008 in millions

Pension Benefits

Three months ended Nine months ended

September 30 September 30
2009 2008 2009 2008

NOTE SEGMENT REPORTING

Management has determined that the Bank has only one

reportable segment since the Bank does not manage its

operations by allocating resources based on determina

tion of the contributions to net income of individual opera

tions The Bank does not differentiate between the natures

of the products or services provided the preparation proc

ess or the method for providing the services among mdi

vidual countries For the nine months ended September 30
2009 and 2008 loans made to or guaranteed by four coun

tries individually generated in excess of 10 percent of loan

income as follows in millions

Nine months ended

September 30
2009 2008

NOTE FAIR VALUES OF FINANCIAL IN
STRUMENTS

The following methods and assumptions were used by the

Bank in measuring the fair value for its fmancial instru

ments

Cash The canying amount reported in the Balance Sheet

for cash approximates fair value

Loans The Bank is one of very few lenders of develop

ment loans to Latin American and Caribbean countries

The absence of secondary market for development loans

makes it difficult to estimate the fair value of the Banks

lending portfolio despite the flexibility offered by the new

fair value framework The Bank continues to explore pos

sible valuation tools to estimate the fair value of its lending

portfolio without having to incur excessive costs

Swaps Fair values for interest rate and currency swaps are

based on discounted cash flows or pricing models

Borrowings The fair values of borrowings are based on

discounted cash flows or pricing models

Brazil

Argentina

Colombia

Mexico

366 427

261 297

171 185

152 133

15 14 48 41

35 35 104 106

43 43 130 128 Investments Fair values for investment securities are

23 20

based on quoted prices where available otherwise they are

based on external pricing services independent dealer

prices or discounted cash flows
22 17

$3

Service cost

Interest cost

Expected return on

plan assets

Prior service cost

Net periodic benefit cost

Of which

ORCs share

FSOs share

Service cost

Interest cost

Expected return on

plan assets

Prior service cost

Net periodic
benefit cost

Of which

ORCs share

FSOs share

Three months ended

September 30

2009 2008

Nine months ended

September 30

2009 2008

24 23

15 16 46 47

18 17 56 51

15 20

14 17

$1 $3
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The following table presents the fair values of the financial

instruments along with the respective carrying amounts as

of September 30 2009 and December 31 2008 in mil

lions

Cash

Investments

Trading

Held.to-maturity

Loans outstanding net

Currency and interest rate

swaps receivableS

Investments trading

Loans

Boeronsings

Borrowings

Short-term

Medium- and long-term

Measured at fair value

Measured at amsrtized cost

Currency and interest rate

swaps payable

Investments trading

Loans

Borrowings

N/A Not available

tnctsdes accrued Interrst

64 64 41 41

4.373 4.373 3.454 3454

874 874 3067 3.067

44512 44512 34675 34.675

t31XJ7 13982 12.211 13.977

21 21 II

432 432 110

1046 1046 1792

NOTE SUBSEQUENT EVENTS

The Bank has evaluated subsequent events through No
vember 16 2009 the date of issuance of these Condensed

Quarterly Financial Statements As result of this evalua

tion there are no subsequent events as defined that re

quire recognition or disclosure in the Banks Condensed

Quarterly Financial Statements as of September 30 2009

2019

Carrying Fair

Value Value

2008

Carryiug Fair

Value Value

877 877 30 30

16714 16.714

3999 4079

12669 12669

3.657 3703

55176 N/A 51601 N/A

110

1792


